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THE EDINBURGH SUMMIT 


Weak response to bleak economic outlook JgjH* 


By Peter Norman 



THE economic recovery initiative at 
tbe summit may, with luck, add a 
little to EC growth next year. 

But the package, which EC leaders 
hope will support investment of 
more than Ecu30bn (£24bn) through 
new Co nun unity loans and guaran- 
tees, Calls Car short of addressing the 
EC's real economic problems and is 
unlikely to prevent further rises In 
unemployment. 

At Edinburgh, neither the leaders 
nor their finance ministers tackled 
seriously the issue of Germany's def- 
icit financing of eastern Germany 
and the current problems of the 
European Monetary System. Yet it Is 
Germany's inability to reduce rap- 
idly its dependence on borrowing for 
the new Lander that transmits high 
short-term interest rates to the other 
members of the European exchange 
rate mechanism and has contributed 
to recent strains in the European 
Monetary System. 

The EC package skirts round these 
fundamental problems. Instead 
member states are encouraged to 
manage their economies more effi- 


ciently in the hope that this will 
encourage investment. They are 
urged, where possible, to divert pub- 
lic spending to infrastructure and 
capital projects away from current 
spending such as wages. 

At Community level, these efforts 
are to be topped up by the mobilisa- 
tion of new funds through the Euro- 
pean Investment Bank (EIB) and a 
new European Investment Fund 
(EIF) with the aim of supporting 
investments of EcuSObn or more 
over the nest few years. 

Mr Norman Lamont. the UK Chan- 
cellor, said the two funds “were 
im portant and imaginative initia- 
tives that Involved very substantial 
amounts of money that would lead 
to more investment" 

The EIF will be capitalised at 
Ecu2bn, to be subscribed 40 per cent 
by the EIB, 30 per cent by the Com- 
mission and 30 per cent by financial 
institutions. This capital will enable 
it to give guarantees worth between 
EcuSbn and EculObn for projects to 
be carried out with other organisa- 


tions. These projects, which could 
include investment in small and 
medium sized companies as well as 
infrastructure spending, could, the 
EC leaders hope, be worth up to 
EcuSObn. 

In addition, the EIB will create a 

new “lending facility” that will allow 
it to extend credits totalling EcuSbn 
to co-finance infrastructure invest- 
ment in the Community in 1993 and 
1994. According to Mr Henning 
Christophersen, the economic affairs 
commissioner, the money will be 
used largely to finance “missing 
links" in the EC's transport system. 

These will include improved cross- 
border motorway, rail and gas pipe- 
line links inside the EC. The EIB 
may also use the funds to finance 
projects in central and eastern 
Europe, perhaps jointly with the 
London-based European Bank for 
Reconstruction and Development 

Mr Christophersen said the 
EcuSbn in loans could support pro- 
jects worth Ecul2bn Mr Lamont was 
more cautious, putting the likely 
investment at £7bn or Ecu&Sbn. 

To allow the KTB to operate more 
flexibly, the summit agreed that it 


will be able to use the new facility to 
provide a maximum of 75 per cent of 
planned financing for projects com- 
pared with its normal participation 
ceiling of 50 per cent The combined 
loan and grant celling for projects 
with a grant element wm be raised 

to 90 per cent from TO per cent 

The growth initiative was the 
summit’s response to an increas- 
ingly bleak economic outlook in the 
EC. Mr John Major, the UK prime 
minister, had told fallow leaders that 
the meeting had to make its rele- 
vance clear to the people of Europe 
by focusing on jobs and growth. 

Mr Christophersen said growth 
next year was unlikely to be much 
more than 1 per cent after LI per 
cent to 1.2 per cent this year. EC 
unemployment, at a around 11 per 
cent next year, would he back at the 
levels of the mid-1980s, he said. 
Capacity utilisation in industry was 
only 79 per cent Inflation was fall- 
ing. but not sufficiently to pave the 
way for a decline in interest rates. 

National measures, including 
wage restraint, could make an 
important contribution to lowering 
borrowing costs, he said. But lower 


interest rates were not sufficient in 
themselves to boost investment. 
Many companies and consumers 
were caught in a debt trap. For that 
reason, the Community had decided 
on its growth initiative. 

Tbe new facilities, which should 
be ready to start upending in about 
six months' time; will be flanked by 
increased spending on poorer EC 
countries through the so-called cohe- 
sion funds agreed at the summit 
The EC also intends to improve the 
management and efficiency of its 
research funding and place more 
emphasis on training: 

Mr Christophersen also stressed 
the importance of completing the 
single market, progressing with der- 
egulation and privatisation, speeding 
up the approval of common norms 
and standards and introducing tax 
incentives for investment. 

In their final statement, the lead- 
ers ruled out any large-scale fiscal 
boost by reaffirming their determi- 
nation to fulfil the tough economic 
convergence criteria in the Maas- 
tricht treaty. 

Although some member states - 
notably Germany - had approached 


the idea of a growth initiative with 
scepticism, the summit communique 
said the leaders were “convinced" 
that the measures would boost confi- 
dence mid growth and create jobs. 

However. Mr Christophersen indi- 
cated that the loan and guarantee 
pankag p would not make up for a 
recession-induced shortfall of invest- 
ment in the EC, which he es t i mat ed 
at about Ecu40bn next year. 

The success of the package will 
depend on how far companies, 
organisations and governments link 
up with the EIB and EIF to exploit 
the new loans and guarantees. The 
commissioner said many EC trans- 
port projects had been identified 
which could profit from the schemes 
and also suggested that there could 
be a positive "announcement effect" 
from the summit 

But such optimism could not dis- 
guise the age old problem with s uch 
projects. Measures such as the EIF 
and special fib facility are meant to 
create confidence. But they can only 
boost the economy if there is suffi- 
cient confidence among investors to 
want to use such facilities in the 
first place. ' 
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Denmark 


MAASTRICHT 


By Lionel Barber and 
Hilary Barnes "" 


Major will 


try to build 


on success 


By PhiUp Stephens 


BRITAIN 


THERE are no easy triumphs 
on offer in Europe for Mr John 
Major. Until Britain has rati- 
fied the Maastricht treaty, the 
prime minis ter will be unable 
to dispel the suspicion of his 
continental colleagnes that he 
remains a reluctant participant 
In the European enterprise. 

But it would be churlish to 
suggest that the summit was 
anything but a personal suc- 
cess. After the chaos and con- 
fusion of recent months, Mr 
Major could claim with justice 
that his government - and the 
Community - had begun to 
regain their balance. 

Mr Mayor deserves much of 
the credit. The basic impetus 
for the deals struck at Edin- 
burgh was a recognition by all 
12 leaders that the price of fail- 
ure was too high. But the 
prime minister provided the 
skilful chairmanship which 
allowed each delegation to 
dress up collective compro- 
mises as individual successes. 

Mr Poul Schluter, the Danish 
prime minister, described Mr 
Major’s handling of the sum- 
mit as “elegant and effective". 
Mr Albert Reynolds, the Irish 
premier, offered a similar judg- 
ment Even President Francois 
Mitterrand allowed himself a 
grudging compliment 

Mr Major intends to capital- 
ise on the plaudits - and on 
the substantive deals struck in 
Edinburgh. Doubts over Maas- 
tricht and Black Wednesday 
handed the initiative to the 
Tory Euro-sceptics. Now Mr 
Major thinks he can regain it. 

The balance sheet he will 
present to the Commons later 
today he will list a stiing of 
successes for Ms brand of prag- 
matic Europeanism. 

British ingenuity ensured 
that Denmark had another 
opportunity to move forward 
with tbe rest of the Commu- 
nity. The declaration on sub- 
sidiarity met demands that 
Brussels give substance to the 
commitment to decentralise 
authority. 

All 12 governments are 
pledged to push ahead with 
negotiations to enlarge the 
Community, initially to 
include Austria, Finland and 
Sweden. Mr Major defended 
successfully the British budget 
rebate. With the eventual help 
of Chancellor Helmut KohL hie 
resisted demands that he set a 
firm timetable for ratification 

of Maastricht at Westminster. 

He found time also to settle 
longstanding disputes over the 


sites of the EC's main institu- 
tions and to give Germany 
extra European MPsto reflect 
unification. 

The balance sheet carries its 
minuses also. The Tory scep- 
tics seized yesterday on the 
concessions which he was 
forced to give on the size of the 
budget They will make much 
of the concession to Brussels 
“profligacy" during the inter- 
minable New Year debates at 
Westminster on Maas tricht. 

For many other European 
leaders subsidiarity is a useful 
but essentially unimportant 
concept. Negotiations on 
enlargement may begin before 
Maastricht is ratified but prog- 
ress remains contingent on the 
treaty coming into force. On 
the admission of some of the 
participants the economic ini- 
tiative drawn up by the finance 
ministers will do little to dispel 
the gloom over European 
growth prospects. 

There was no doubt though 
that Edinburgh was a s ummi t 
shaped much more by Mr 
Major's pragmatism than by 
the European idealism of Mr 
Mitterrand or Chancellor Hel- 
mut KohL That will give the 
prime minister a powerful 
weapon in his attempts to 
detach from the irreconciliable 
Tory critics of Maastricht a 
much larger group of waverers. 

His message now to his party 
will be simple: the great mass 
of the Conservative party 
wants a decentralised, wider. 
Community with the bureau- 
cratic wings of Brussels clip- 
ped. He can deliver it. The 
Tory doubters in return must 
ensure that Britain retains its 
voice in Europe by ratifying 
tbe treaty. 

If the Danish people vote Yes 
In a second referendum the 
message will be unanswerable. 
The Maastricht treaty could 
well be on the British statute 
book by the end of July. 

Mr Major's problem is that 
all-important “iT. Mr Douglas 
Hurd, the foreign secretary, 
acknowledged that the govern- 
ment would abandon ratifica- 
tion in the wake of a second 
Danish No vote. He accepted 
also that the other 10 probably 
would push ahead with a new 
version of the treaty from 
which Britain as well as Den- 
mark might be excluded. The 
uncomfortable implication is 
that Britain's future in Europe 
for moment may rest with the 
tiny Danish electorate. 


Spain ‘first, 


By David Gardner 
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WHEN the word "handbag" 
was mentioned at Mr Felipe 
Gonzalez's end-of-summit press 
conference, the Spanish pre- 
mier and his ministers roared 
with approving laughter at this 
comparison with Mrs Margaret 
Thatcher's 1984 feat In extract- 
ing an EC budget rebate for 
the UK. 

Not since then has a member 
state so successfully held the 
Community to ransom, and Mr 
Gonzalez was not shy about 
proclaiming his achievement, 
or about having put Spam’s 
national Interests "first, first 
and first", as one of his offi- 
cials candidly expressed it 

Mr Gonzalez pointed out that 
“for Spain there will be a dou- 
bling” of the development aid 
all poorer member states get 
through EC "cohesion" polfay 


- contributions to the Com- 
munity budget from the rich 
north and centre of the EC 
which are transferred to the 
south and the periphery. 

Chancellor Helmut Kuhl of 
Germany, the Community's 
main paymaster, described the 
outcome as “a solid compro- 
mise. . . between the poor and 
the developed countries." 

It is no exaggeration to say 
that the future of the European 
Community hung on this com- 
promise. Mr Gonzalez and his 
allies from Ireland, Portugal 
and Greece had demanded bud- 
getary satisfaction as their 
price for endorsing the Danish 
opt-outs from Maastricht 
which are essential for all the 
12 to be able to ratify the 
treaty. And next year's 
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Kohl at the final press conference: again s u p p orted key elements of Major’s policy 


MR Helmut Kohl, the German 
chancellor, adopts at European 
summits the air of a convivial 
headmaster shooing a class of 
errant schoolboys into line. 
One senior British diplomat 
calls Mr Kohl's relationship 
with his host at Edinburgh 
host, Mr John Major, “avuncu- 
lar”. “It’s a bit like a football 
manager who’s seen a favour- 
ite player come good,” the dip- 
lomat adds. 

Mr Kohl played a pivotal role 
in Edinburgh in several ways, 
first, and most important, he 
backed key elements of Mr 
Major’s policy - just as he had 
done at Maastricht a year ago, 
when his support allowed 
Britain its “opt-outs” in mone- 
tary union and social policy. . 

Mr Kohl's willingness to 
allow Mr Major time to over- 
come ratification .hurdle? in 
the House of Commons was 
already dearly expressed when 
the two leaders met in Oxford- 
shire last month. Although the 
chancellor does not want to 
give the UK nniirniteH leeway, 
he accepts that a formal dead- 
line would stoke up rather- 
th«n diminis h pa rliamentar y 
opposition. 

He is confident that Mr . 
Major, will be ahle to put the 
Maastricht bill on course for. 
full ratification by the summer 
- even though the closing 
stages of passage through tbe 
House of Lords and the royal 
assent may not be completed 
until later. 

' Mr Kohl repeated several 
times that he could not wait 
“for years” for tbe Maastricht 
laggards to ratify. But he 
showed no enthusiasm, for the 
rest of Europe leaving Den- 
mark and Britain behind. He 
also stressed that the start of 
enlargement negotiations with 
Sweden, and Finland next 
month would boost pro-EC feel- 


ing in neighbouring Denmark 
as campaigning for the new 
Maastricht referendum there 
gets under way in the new 
year. 

In another crucial areeg. Mr 
Kohl backed Mr Maoris Insis- 
tence that Britain's EC budget, 
rebate, negotiated, in 1984 and 
worth about £2bh a year, 
should not be renegotiated. flfr- 
Major’s Maag i rinM: . ratification 
difficulties made it “a favoura- 
ble time” for Britain to encour- 
age its. partners not to spark a 
new EC row. over the rebate, - 
Mr Kohl remarked whimsically, 
ah Friday night. . \ - 

Mr Kohl's personal links 
. .with other EC leaders came fo- 
the fore during Saturday?* late- 
night argument with. Spain 
over the share of the Commu- 
nity budget channelled to- the 
poorer countries. Mr Kohl said 
'he had made “a ^substantial 
verbal - contribution" to fry to 
calm, the row with. Mr Felipe 
Gonzalez. On Friday'MrKohl 
disarmingly said; that 1 ' he 
regarded himself as : a friend of 
the Spanish prime minister, 
'.but none the less could', not 
explain Mr Gonzalez’s summit 
outbursts over the cohesion 
fund. 

Over the question of eco- 
nomic and monetary union, Mr 
Kohl showed himself in no 
hurry over a decision on the • 
site for the proposed European 
central bank - an institution 
Germany badly wants in Rm»ri 
or Frankfurt Before the nego- 
tiations; German officials said 
they did not expect the matter 

to be agreed in Edinburgh. Mr 
Kohl said the question could 
perfectly well be settled next 
summer. 

He believes the question of 
when the sate of the institution 
is. decided is secondary - as . 
long as, in the end, it Is in 
Gearmany. ..... 


Balance of power on policy-making unaltered 


By David Gardner 


SUBSIDIARITY 


JUST before the Edinburgh 
summit, a European Commis- 
sion official said he expected 
the EC would be able to agree 
“a text sufficiently meaning- 
less to everyone" on subsid- 
iarity. to get through the artifi- 
cially pumped-up debate on 
how to divide power between 
the Community and the mem- 
ber states. 

He was broadly right. The 
conclusions on "subsidiarity” 
are modest. There will be no 
rolling back of Community 
activity and the Commission 
retains its sole right to propose 
legislation, instead, there will 


be a greater onus on the Com- 
mission, on national ministers, 
and on Euro-MPs to demon- 
strate that action at EC level is 
in response to real needs in the 
member states. 

The European institutions 
will have to show that their 
supranational plans have 
added value for EC members, 
and that the means required to 
implement them are propor- 
tional to the desired end. They 
will also have to ensure the 
widest possible scope for 
national decision-making and 
to consult more broadly before 


proceeding, through means 
such as green papers. 

To open up decision- making 
to greater public scrutiny, 
important policy debates and 
“major new legislative propos- 
als" will be televised for the 
press. But, as now, the real 
negotiating process will stfll be 
shielded from view. The record 
of all formal votes in the Coun- 
cil of Ministers will be path 
lished, with member states. 
prpiaYning - their decisions if 
they so wish. But already min- 
isters go to great lengths to 
avoid embarrassing any of 
their number through formal 
votes, so this . measure .is . 
unlikely to make the defence of 


national and vested interest 
more visible. 

■ For the moment, the balance 
of power within the “ever- 
c loser union” postulated: by 
Maastrichfhas. not changed. 

The bojaffre of 71 items of EC 
law and Commission proposals 
sought by the UK became a. 
damp squib. Laws, will . be 
updated, to make them less 
intrusive and easier to imple- 
ment nationally or locally. But 
the Commission is withdraw^ 
mg a mere .score of planned 
measures, some so arcane'th at 
officials could hbt be . found to" 
explain what they were. - - 

At a later riatie, an. “inter-in-, 
stitutional accord” between the' 


Commission, the European 
parliament and the Council of 
Ministers will make dear tha t 
all power is vested in the mem- 
ber states except where other- 
wise specified. This essentially 
federalist principle Is implicit 
in both the Treaty of Rome 
the Maastricht treaty. 

What was reaffirmed at Edin- 
burgh was the EC’s political 
preference for decision-making 
at national, and in most cases, 
regional, level, combined with 
its need for some deciqiomq to 
be token at supranational. 
Community level' in a word, 

federalism — at least as most 
Community members - under- - 
stand it 


The new text. walks a fine 
line in tts. effort to meet Den- 
mark’s requests for legally 
; bluffing exemptions without re- 
opening ti»_ treaty or produc- 

- inga text req uiring re-ratifica- 
two by: member states. 

.■..•■Denmark strengthens its 
previously won right to avoid 

- signing i^te toe tinrd stage of 
European monetary union and 
a singte currency, the core goal 
of the Maastricht -treaty; -• 

• : The lradec^ note ’ that noth- 
ing in Maastricht commits 
Denmark to brame a member 
of- the West -European Union. 
^“Accordingly; -Denmark -does- : 
not participate in the elabora-. 
tion and the implementation-^ - 
the Union which have defence 
implications." ... - . 

• - Denmark- has won legally 
banding exemptions ' from' mea- 
sures on EC citizenship and EC \ 
co-operation on justice and: 
home affairs matters.- ; 

The- drafting involves a 
“decision" by hearts of govern- 
ment which has the force of 
international, law with a unflat- - 
eral Danish . political “declara- 
tion” which restates, itedfjposi- 
tion to join In citizenship of toe 
“European Union" .envisaged 
under Maastricht . 

- In; return, - Denmark has 
agreed hot to exploit its opt-_ 
outs' to prevent the.hther EC •' 
members from pressing ahead 
with the objectives of Maas- 
tricht Similarly, in ah effort to ' 
limit the political damage* .. 
member states have declared 
that the opt-outs are only In 
response to the failure of the 
treaty in the first referendum. 

These exemptions are “fully 
compatible" -with the treaty, 
the statement adds. - - 
Few EC leaders in Edinburgh 
were prepared to argue tbe 
legal, niceties of the Danish 
deal, though Mr Major admit- 
ted on Saturday that' it could 
not be tested in the European 
Court of Justice. 

The agreement ’ was wel"- 
comed by business -leaders fa 
Denmark and greeted by news- 
paper headlines in Copenhagen 
as “ Trium ph for De nmar k" 1 and 
"Europe Gave Way”. 

Yesterday seven of the eight 
parties in the Folketing backed 
the Edinburgh 

Heads- of government have 
hem- assured that - the deal is 
legally watertight 



first’ but other members do well too 


enlargement negotiations on 
EC entry for Austria, Sweden, 
Finland, and eventually Nor- 
way would not have won their 
sanction without agreement on 
future financing. 

Yet. as Mr Gonzalez acknowl- 
edged. the new budget package 
is. overall, tight when mea- 
sured against the ambitions of 
Maastricht, and the interpreta- 
tion of them by Mr Jacques 
Dc-lors. the European Commis- 
sion president. 

Overall, the EC budget will 
rise from Ecu66.8bn (£54bnj 
now to Ecu£4.lbn in 1999, in 
today's money. The budgetary 
ceiling, expressed as a portion 
of joint EC gross national prod- 
uct. will rise from 1-2 per cent 
now to 1.27 per cent in 1999. 
The cash increase will be 
greater over the seven years 
than this lifted limit suggests, 
because this year's spending - 


at around 1.14 per cent of EC 
GNP - still has “headroom" 
under the ceiling. 

Mr Delors had ori ginally pro- 
posed a rise to 1.37 per cent 
over five years, or an increase 
to Ecu87.5bn by 1997. He com- 
promised last mouth, suggest- 
ing a rise to Ecu86.2bn over 
seven years (for a celling of 
1.32 per cent of GNP in 1999). 
But Mr John Major, as current 
president of the EC Council, 
alter first refusing any chang e 
in the ceiling, had inriateil on 
holding the line at 1.25 per 
cent, which would have 
allowed spending of Ecu79.4bn 
in 1999 on current EC growth 
and inflation projections. 

Total “structural" spending 
is to rise from Ecul8.6bn now 
to Ecu30bn in 1999. The main 
increase will be in the Struc- 
tural Funds, which rise to 
Ecu27.4bn in 1999, and second. 


the new Cohesion Fund cre- 
ated by the Maastricht treaty, 
which will by then make up 
the ficu2.6bn balance. This new 
fund is solely for Spain, 
Ireland, Portugal and Greece, 
as their per capita income is 
less than 90 per cent of the EC 
average; and is to help them 
meet EC environmental stan- 
dards and fSU in the “missing 
links" in {teu-Eurapean trans- 
port networks. 

Spain gets its douhli&g of fis- 
cal transfers not least because 
it has informally endorsed 
claims on 55 per cent of the 
Cohesion Fund. The other 
“cohesion” countries are not 
too unhappy because the main 
increase in the Structural 
Funds applies to th«h- 

Germany also gets a saleable 
( te al. There is unlikely to be 
any net increase In its huge ! 
EcuSbn net contribution to the 


budget Mr Horst KShleiv tire 
German state secretary for 
finance, pointed out that new 
eastern states would get treat- 
meat equal to that of the cote- 
sion countries, worth some 
DMISbn (£5.3bn) over seven 
years -"something of a. rebate’ 
for Germany.. * 

The UK rebate, worth some.. 
£2bn a year but.hotly contested 
by Mr.Kohl, wasleff tntact " 

. The unpopular fYench goV-.. 
eminent also got a discreet 
political ffliip -from its part- 
ners, opening the way to com-, 
pensatfon -for French farmers 
now up in arms about the Um- ._ 
guay Round form trade deal. 
There is to be no. -formal relax- 
ing of -farm i sp ending limits, : 
which will rise 'as- foreseen 
from Ecu35.3bn :iiow to 
Ecu38.4bnJa 1999. ;^. . . V . 

But there fa a “weasel" para-: ; 
graph - allowing “appropriate * 


’ steps" to meet exchange rate 
turb ulence - which Commis- 
sion" officials already reckon 
could plausibly produce ah 
additi o nal. ~BcaL5hn for farm- 
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- It is “internal policies” - 'em 
the environment, transport, 
R&D and infrastructure - 

. which suffered most from toe 
success of Spain and its allies 
. in pryfag lbose the most from a 
'tight Community; wad, - 
" These policies are the 

- bread-and-butter of thelEC’s 
recent expansion of its compe- 

' fence. The UK^ which prefers- 
' loose::. co-operation between 
government? to Community 
action y HniiiKfarf -tn Ift ninBPlff -- 

well knew that it was the latter 
which would be. squeezed most 
when it derided to be panhno- . 
iuoiQ onJSCfihauc^Spahi was- 
not the only victor of the com?' 
promise. ■ < 
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THE smile on Mr Uffe 
Ellemann-Je ns en’s fare could 
easily have spanned the Firth 
of Forth. : . - 

“Denmark is satisfied," the 
Danish - foreign -minister 
declared. After fiveiinouths-of 
hard bargaining, MrJEHemazm- 
Jensen was visibly; relieved 
that EC leaders , had 1 JUtally. 
agreed to ! meet _ Danish 
demands for legally binding 
opt-outs oh the . Maastricht 
treaty. 

The deffi reached at the Edin- 
burgh summit paves - the way 
for the minority ^govemment in 
Denmark to submit a new text 
to voters. In a second referen- 
dum :un' Maastricht In late 
April or. early May :*? to be 
followed by ratificatkui by the 
Community straggler, Britain. 

On Saturday, Mr JEflemann- 
Jensen predicted a -6& per cent 
vote , in favour - a forecast 
which drew polite gasps in the 
light .of his government’s fail- 
ure to predict : the treaty’s 
rejection hi last June's referen- 
dum. His figure was backed up, 
however, by the results of two 
opinion polls published in Den- 
mark at the end df- last week. ' 

Tier final agreement ' Is. an 
exercise fa legal and constitu- 
■tional- acrobatics Which comes 
down - to one -exude political 
goal: how to ^ keep Denmark 
Inside the EG wtihmt wafering 
down the Maastricht treaty to 
the point where Ifa provisions 
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B Y contrast nitb earlier 
predictions of apocalyp- 
tic failure, the British 
government can claim to be 
reasonably satisfied with the 
way it managed the summit 
negotiations. 

'■ The Danish problem was' set- 
tled after a fkshion, a prag- 
matic compromise was ham- 
mered out on expanding future 
Community budgets, and lim- 
its were placed on future Com- 
munity legislation. In the name 
of the much-derided principle 
bf “subsidiarity^. 

. Ahead of the summit, Britain 
had been castigated for its 
“calamitous" presidency of the 
Council; but other member 
states have gracefully shifted 
from vituperation to compli- 
ments, and even forbore to 
insist on any new deadline for 
'British ratification of the Maas- 
tricht treaty. 

Yet the Edinburgh meeting 
has been an essentially incon- 
clusive affair. A year ago the 
12 were in various states of 
euphoria over the completion 
of negotiations on the Maas- 
tricht Treaty of European 
Union. Today the future and 
even the status of that treaty 
are in doubt, and these doubts 
have not been resolved by fids 
weekend’s summit meeting. 

The two central features of 
the treaty are a programme for 
Economic and Monetary 
Union, and a commitment to a 
common foreign and security 
policy, but both of them are 
now seriously in doubt Since 
the monetary upheavals of this 
autumn, it is hard to believe 
that the Emu programme is 
feasible in the terms laid down 
by the treaty. In the light of 
events in ex-Yugoslavia, the 
claims of a common European 
foreign policy look derisory. 

The most pressing question 
was the Danish conundrum: 
how to give the Danes a series 
of opt-outsirom the treaty, in a 
form that, was sufficiently 
“legally binding” to enable 
them to hold a second referen- 
dum, bnt not so legally binding 
as to require a new round of 
ratification in the . other mem- 
ber states. That circle now 
appears to have been squared 
through file ingenious inven- 
■tdveness-af .the Community's 
lawyers. 

And yet everyone knows that 


circles cannot really be 
squared. Appearances have 
been saved by the Danish deal, 
but the real result has been to 
void the Maastricht treaty of a 
little more of Its content 

The British government may 
nevertheless believe that the 
cumulative effect of the Edin- 
burgh package can be seen as a 
significant double victory Cor 
its vision of a Community 
which is larger, looser and less 
integrated. The first half of 
that victory is the Danish deal 
if Denmark can be allowed a 
comprehensive opt-out from 
most of the main objectives of 

Maastricht, those objectives 
cannot really be binding on the 
other member states. 

But the second half may 
seem just as significant, and 
that is the decision to open 
membership negotiations with 
the candidate countries from 
the European Free Trade Area. 


The s ummi t has 
failed to resolve 
doubts about 
the future of 
Maastricht, 
writes Ian 
Davidson 


Britain would always have pre- 
ferred a larger but looser Com- 
munity, ideally nothing more 
than an inter-governmental 
free-trade area; so the combina- 
tion of a deal which weakens 
the Maastricht treaty, and a 
decision to open the Commu- 
nity to a significant number of 
new members, looks very 
much like a setback for coun- 
tries like France, which were 
demanding a “deeper” and 
more integrated Community. 

However, it may be prema- 
ture to claim, a final victory in 
the long-running battle 
between the wideners and the 
deepeners. The wideners have 
won a skirmish, with the deci- 
sion to. open negotiations on 
the enlaigamjent of the Com- 
munity, even before the Maas- 


Problem stays p°od new 
on the ngendu applicants 


tricht treaty is ratified by all 12 
member states. But these nego- 
tiations will compel the 12 to 
debate how a larger Commu- 
nity is to be governed and how 
it is to take decisions. 

By definition, the 12 will 
have to choose between a Com- 
munity which will be ham- 
strung by swollen numbers, or 
one which must accept mote 
majority voting for the sake of 
effectiveness. They will have to 
consider whether the univer- 
salist model of European inte- 
gration can be maintained with 
a larger number of member 
states, or whether it will be 
necessary to go towards a mul- 
ti-speed Europe. And they 
must consider whether a large 
Community can continue to 
give a large voting premium to 
small member states. 

In other words, the prospec- 
tive enlargement of the Com- 
munity will compel the 12 to 
confront constitutional issues 
which remained largely sup- 
pressed or shelved in the Maas- 
tricht treaty. This will not be 
an attractive agenda for the 
mtergovermnentalists; and yet 
on certain aspects of this 
enlargement agenda, for exam- 
ple the relative voting weights 
of large and small countries. 
Britain, as a large country, 
could have a position aimUar 
to that of the deepeners. This 
is just one of the ironies of the 
integration game. 

The paradox is that these 
negotiations will require the 
prospective member states to 
swear their firm commitment 
to all the obligations of the 
European Community as modi- 
fied by the Maastricht treaty; 
but they will be conducted 
under the presidency of Den- 
mark, which has just been 
offered a comprehensive opt- 
out from these very obliga- 
tions. There is no easy way of 
avoiding this charade; but it 
.cannot fail to cast a certain 
disrepute on the treaty process. 

Some people profess to 
believe that the four or five 
applicants from Efta can be 
admitted without a serious fed- 
eral-intergovernmental argu- 
ment. Subeequent phases of 
enlargement to 25 or 30 mem- 
ber states would call for 
far-reaching revision of the 
Community’s rulebook; but 
this first little enlargement 

Good news 
for Nordic ! 


By Robert Mauthner 

GREECE has temporarily 
succeeded in blocking Euro- 
pean Community recognition 
of the forma Yugoslav repub- 
lic of Macedonia, but the prob- 
lem remains on the agenda of 
foreign ministers. 

The concluding declaration 
of the Council on Macedonia 
was variously interpreted as 
being a victory for the Greek 
position or merely a postpone- 
ment of a particularly delicate 
decision which could have 
scuttled the whole conference. 

If other member countries 
bad insisted on recognising 
Macedonia under that name, 
Greece could have blocked 
approval of all the other impor- 
tant decisions taken by the 
heads of government, includ- 
ing those on Denmark and the 
future financing of the Com- 
munity. Unanimity remains 
the rule for European Councils. 

Though Mr Constantine Mit- 
sotakis said after the meeting 
that the EC would continue to 
be bound by “the united pol- 
icy” proclaimed in last June’s 
Lisbon declaration, which 
stated that the former Yugo- 
slav republic would be recog- 
nised only under a name other 
than Macedonia, the Council’s 
statement on the subject was 
more ambiguously worded. 

The special representative, 
Mr Robin O’Neill, a former 
British ambassador, had 
suggested various compromise 
proposals acceptable to the 
republic’s president Klro Ghgo- 


MACEDONIA 


rov, including naming the new 
state “the Republic of Macedo- 
nia (Skopje)”, to distinguish it 
from the northern Greek prov- 
ince of Macedonia. 

The Greeks claim that to call 
the new state Macedonia would 
provoke ethnic conflict In the 
region, particularly by encour- 
aging territorial claims on the 
neighbouring Greek province. 

Though Mr Douglas Hurd, 
the British foreign secretary, 
said no participant had chal- 
lenged the Lisbon declaration, 
Mr Hans van den Broek, his 
Dutch opposite number, said 
the summit decision to give 
Macedonia economic aid and 
the despatch of United Nations 
military observers there pro- 
vided the basis for further dis- 
cussions about recognition. 

it was agreed that the Com- 
munity would ' provide 
EculOOm (£80m) of humanitar- 
ian and tarimirai assistance to 
Macedonia, half of which 
would be provided by the Euro- 
pean Commission out of com- 
mon funds and a matching 
amount from member states. 

• Macedonians said yesterday 
they were deeply disappointed, 
bnt not surprised,-by the EC’s 
failure to recognise their 
republic, Lanre Sllber writes 
from Skopje. 

Government officials, how- 
ever. said they were pinning 
their hopes on the UN. The UN 
Security Council is due to con- 
sider recognition this week. 


ENLARGEMENT 


By Robert Taylor 
In Stockholm 

NORDIC governments 
welcomed the decision to start 
the process oflSC enlargement 
early in the new year. Formal 
negotiations are expected to 
begin with Sweden, Austria 
and Finland by the raid of Jan- 
uary and with Norway within 
a few months. 

“The outcome of Edinburgh 
strengthens our chances of 
becoming a member of the 
European Union in January 
1995,” Mr Carl Bildt, Sweden’s 
prime minister, said yesterday. 

His trade minister, Mr Ulf 
Dinkenspiel, who will lead 
Sweden’s negotiation, added: 
“Conditions have improved 

radically We will have 

entry terms in good time to put 
to a referendum in 1994.” 

However, a poll published 
yesterday indicated that as 
many as 50 per cent of Swedes 
oppose membership, with 33 
per cent in favour and 17 per 
cent imcommltted.Strongest 
hostility was among people 
aged 16-29 and blue-collar 
workers. 

Opinion remains more 
favourable in Finland, where a 
majority back membership. 
But in Norway attitudes are 
hardening strongly against EC 
entry. In the latest survey 54 
per cent said No and only 30 
per cent Yes. 



I BA, as Managers of the aircraft, on behalf of the 
receiver, Arthur Andersen, offer for sale: 


GULFSTREAM II 
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Manufactured is 1977, the interior is divided ' 
into three sections and is configured to accommodate ' 
twelve passengers in executive comfort Total aircraft time is 
249S hours; Whilst the two Rolls Royre . rtfrtT7t , . 

Spey engines (model 5114) have 
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U) a high specification, this aircraft faa For North and South America contact 
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Danish Prime Minister Pool Sehlutran won a series of opt-outs in “legally binding" form from Maastricht 


would not require any signifi- 
cant reduction in the voting 
premium accorded under pres- 
ent rules to the s mall member 
states. 

The naivete of this position 
will not stand up to the pres- 
sure of reality; the terms of 
this enlargement will automat- 
ically dictate the terms of sub- 
sequent enlargements. In a 
Community of 16 or 17, the 
small countries would be in a 
massive numerical majority, 
with half the weighted votes 
but with only a quarter of the 
population. 

Everybody knows that this 
weighting discrepancy will 
either be rectified before the 
Efta enlargement, or it will 


never be rectified. Since the 
question cannot be postponed 
to some easier time, it will be 
addressed, implicitly or explic- 
itly, during the course of the 
Efta enlargement negotiations. 

The same logic will require a 
thorough review of the consti- 
tutional Issues in the Maas- 
tricht treaty- The treaty itself 
calls for a special inter-govern- 
mental review conference in 
1996. The conventional hypoc- 
risy is that this review should 
take place after the admission 
of new members. No-one seems 
to acknowledge that it is an 
extraordinary idea that new 
members, who have spent 40 
years refusing to join the Com- 
munity, should be voting on 


the revision of the Maastricht 
treaty within weeks of their 
admission to foil membership. 
The logical inference is that 
the 12 will have to bold their 
Maastricht review before they 
admit new members from Efta. 

Moreover, there will be one 
serious policy embarrassment 
in the admiration of members 
from Efta. The Danes may be 
desperate to back out of the 
commitment to a common for- 
eign and security policy, 
including eventually a defence 
policy. But some candidate 
countries, like Finland and 
Sweden, are keen to take on 
these new aspects of the Com- 
munity, and will eagerly seek 
to join the Western European 


Union defence grouping. 

Here lies the rub. The WEU 
treaty includes a far-reaching 
mutual security guarantee, but 
it does not have any military 
organisation; all that has long 
since been delegated to Nato. 
The natural assumption is that 
the new arrivals should also 
join Nato; and yet it is virtu- 
ally Inconceivable that Wash- 
ington would agree to an 
extension of its nuclear secu- 
rity guarantees, just when it is 
shrinking its military presence 
in Europe. 

So if the new Community 
members seriously claim the 
protection of WEU, the existing 
member states will have to 
consider whether WEU is to be 


Fargui WW 

endowed with real military 
capability; which would mean 
a military organisation distinct 
from Nato and therefore sepa- 
rate from the US. 

It is possible, of course, that 
none of these questions will be 
put to the test. The Swiss have 
already voted against the Euro- 
pean Economic Area, which 
would be an ante-chamber to 
full membership; and opinion 
polls suggest that a majority of 
the Finns, the Norwegians and 
the Swedes are opposed to full 
membership. But perhaps they 
will change their minds, when 
they see that the Danish deal 
means that joining the Com- 
munity does not really mean 
anything much after alL 





Disabled people and their carers 
who have moved from the United Kingdom 
to another European Community country. 
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or piece of paper for each person, 
giving information as set out in 
the form. 

Please send the form to: The 


Benefits Agency, PO Box No 147, 
Blackpool, England FY2 OYP. 

You should have an acknow- 
ledgement within 28 days. 
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Were you getting any of the 
above benefits either for yourself or 
someone else before 1 June 1992? 

Was benefit disallowed 
because you moved from Great 
Britain or Northern Ireland to 
another European- Community 
country? 

If the answer to both questions 
is yes, you may, because of a ruling 
by the European Court ofjusdce, be 
entitled to further payments of 
benefit. 

But, you must have been 
employed or self employed in 
Great Britain or Northern Ireland 
at some time in the past. 

If you think you might 
be entitled to more benefit, please 
fill in the form opposite. 

If there is more than one person 
in your household who may be 
entitled, please use a separate form 


PLEASE USE CAPITAL LETTERS THROUGHOUT 

I want you to look again at the claim that was disallowed because the person 
named below went to another EC country. 


Mr / Mrs / Miss / Ms 
Forenames 


.Surname. 


Name when the allowance was claimed, if different. 


Date of Birth: day. 


month 


year. 


National Insurance Number (if known) 


Please tick the benefits to which the above named may be entitled and give die 
reference number if known: 

■ 

□ Attendance Allowance - Reference No 

□ Invalid Care Allowance - Reference No 

□ Mobility Allowance - Reference No 

□ Disability Living Allowance - Reference No 

Country where the above person was paid the allowance before being disallowed, 

□ England, Wales or Scotland □ Northern Ireland 
Present Name and Address for correspondence (please print) 

Name 

Address 


.Country 


Signature 


Date 


If you are not the person named above, what is your relationship to 


benefits 
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NEWS IN BRIEF 


Italian poll 
set to test 
old parties 

MUNICIPAL elections 
yesterday and today in SS Ital- 
ian cities and towns will pro- 
vide the first serious test of 
electoral opinion in the coun- 
try since the April general elec- 
tions. writes Robert Graham 
In Rome. 

The main focus is on the 
towns of Monza and Varese in 
the Milan industrial belt, 
where opinion polls show the 
populist Lombard League is 
likely to consolidate its posi- 
tion as the main political party 
in northern Italy at the 
expense of the Christian Demo- 
crats and the Socialists. 

The League burst on the 
scene in the past 18 months 
with limited funds but profit- 
ing from public disillusion 
with a corrupt political estab- 
lishment. 

It is aiming for over 33 per 
cent of the vote in Varese and 
hoping to control its first local 
administration in the country. 

Warning by 
French left 

France's ruling Socialists 
launched their campaign for 
next March '5 election yester- 
day with a warning that their 
forecast rout would give the 
political right boundless con- 
trol over the state. 

Prime Minister Pierre Bere- 
govoy told a seminar of Social- 
ist election candidates a parlia- 
ment totally in the hands of 
right-wing parties would be “a 
darkroom. 1 ’ 

• Mr Edmond Alphandery. a 
centrist politician, yesterday 
turned down the job of 
France's junior European Com- 
munity Commissioner, saying 
he would rather run for re-elec- 
tion to the French parliament 
next spring, writes David 
Buchan in Paris. 

Dushanbe 
battles rage 

Gun battles raged in suburbs 
of the Tajik capital yesterday 
with Islamic guerrillas step- 
ping up bit-and-run attacks 
two days after the arrival of a 
new government in Dushanbe, 
Reuter reports from Dushanbe. 

The guerrillas set ablaze fuel 
storage tanks and fought with 
ex-communist gunmen in the 
city's southern Islamic strong- 
hold of Avul where a senior 
Russian army officer said six 
people were killed in clashes 
which knocked out a thermal 
station providing much of the 
heating of the city. 

CSCE moves 
on Russians 

The 52 nation Conference on 
Security and Co-operation in 
Europe agreed at the weekend 
to establish a secretariat in 
Estonia to safeguard the 
minority rights of Russians liv- 
ing in tbe former Soviet state, 
writes Robert Taylor in Stock- 
holm. 

Observers are expected to be 
in place early in January. 

The move supports a Swed- 
ish initiative taken a few 
months ago to try to reduce 
ethnic tensions in Estonia. The 
CSCE mission would provide 
Russians there with means to 
air grievances they might have 
about discrimination against 
them by the Estonian authori- 
ties, the government said. 


Clinton friend to head White House I Military force 


By Jurefc Martin 
in Washington 

BY common consensus, the 
best White House chiefs of 
staff in the past 20 years have 
been Dick Cheney in the Ford 
administration and James 
Baker, in President Reagan's 
first term: the worst are con- 
sidered to have been Hamilton 
Jordan, who worked for Presi- 
dent Carter, and John Sununu 
under President Bush. 

The first two were successful 
because of their native political 
skills, their understanding of 
their presidents and adminis- 
trations and a relative self-ef- 
facement on the job. 

The second pair fared less 
well because they were com- 
bative and were sometimes 
contemptuous of Washington 
and its ways, and, in Mr Sun- 
unu's case, ferociously ideolog- 
ical. 

In choosing Thomas F 
McLarty, the Arkansas busi- 
nessman whom he has known 
since kindergarten. President- 
elect Bill Clinton has made it 
clear that he wants in this sen- 
sitive position somebody he 
instinctively trusts and who is 
more interested in pursuing 
the presidential agenda than 
any personal crusade or self- 
publicity. 

With 11 senior positions now 
in place, the Clinton adminis- 
tration is shaping up as an 
interesting combination of the 
Washington and Wall Street 
establishment mainstream on 
the one hand and a new breed 
of outside activists on the 
other. 

Mere than that, he expects 
them to work together in ways 
that the capital has not seen 
for some time. 

Ron Brown, named on Satur- 
day to be the next Secretary of 
Commerce, is the quintessen- 
tial political insider. 

The 51-year-old black law- 
yer’s career has moved seam- 



sought over 

Serb flights 


US President-elect Bill Clinton announces his choice of Democratic Party chairman Ron Brown (left) as commerce secretary and 
Thomas McLarty (right), a lifelong friend, as White House chief of staff during a weekend news conference in Little Rode, Arkansas 


lessly from the civil rights 
movement through the Urban 
League, the effective lobby for 
the cities, and a stint as the 
Rev Jesse Jackson's right hand 
to a fabulously successful four 
years as national Democratic 
party chairman. 

His law firm represents any 
number of corporate and for- 
eign clients, inducting, at one 
stage, the Haiti of President 
Duvalier. 

These connections may make 
his confirmation hearings 
tougher than most but Mr 
Brown’s ability to sail through 
apparent political and private 
conflicts of interest is impres- 
sive. 

Mr Clinton said he wanted 


the commerce department 
under Mr Brown to be a 
"powerhouse" in Washington. 

Partly because of the com- 
merce department's amor- 
phous responsibilities and 
partly because it has been tra- 
ditionally used purely for 
political reward, this has not 
been its reputation for many 
years. 

But. in the Clinton adminis- 
tration, it will have a place on 
the new economic advisory 
body to be chaired by the presi- 
dent himself and directed by 
Robert Rubin, now the co- 
chairman of Goldman Sachs. 
So will another relative back- 
water, the labour department, 
under Robert Reich, the Har- 


vard professor. 

Mr McLarty’s appointment, 
in the opinion of many politi- 
cal observers, makes more 
likely the selection of Mr War- 
ren Christopher as secretary of 
state. 

In an interview yesterday, 
Mr Christopher, a former dep- 
uty secretary of state and now 
the director of the transition 
team, brushed off all such spec- 
ulation, which is based mostly 
on the fact that he was thought 
to have had the option of three 
jobs, two of which have been 
otherwise earmarked: chief of 
the White House staff and, 
though yet to be determined, 
attorney general 

It is also deemed significant 


that Mr Clinton has chosen his 
economic and social policy 
teams first, thus fulfilling an 
essential promise of his cam- 
paign. 

On Friday, he took issue 
with a questioner who won- 
dered why he had not first 
named the four cabinet secre- 
taries traditionally considered 
the most senior - state, 
defence, justice and treasury. 

He was careful to add, how- 
ever, that this did not imply a 
relegation of foreign and secu- 
rity policies, which, he said, 
should be active and pre-emp- 
tive so that his administration 
would not be “swamped” by a 
succession of demanding exter- 
nal crises 


Nafta urged as model for western trade pact 


By Stephen Fidler, 

Latin America Editor 

THE North American Free Trade 
Agreement should be used as a core 
around which to build a western hemi- 
sphere free trade pact, an influential 
Washington-based foreign policy group 
says. 

The proposal is one of a series of 
recommendations in a report published 
today by the Inter-American Dialogue 
of the Aspen Institute. The report from 
the group, which indudes prominent 
Democrats, is in part aimed at influenc- 


ing Clinton administration policy 
towards Latin America. 

The report argues that a new multi- 
lateral organisation is needed to guide 
and co-ordinate progress towards a 
western hemisphere economic commu- 
nity. In the meantime, the Nafta part- 
ners - the US, Canada and Mexico 
- should begin consultations to estab- 
lish procedures for building Nafta into 
a hemispheric free trade pact 
Chile would be a likely first candi- 
date for membership. 

Efforts should also be made to pave 
the way for the partidpation of the 


smaller countries of central America 
and the Caribbean, which are likely to 
suffer from Nafta. 

Rejection of Nafta would, says the 
report, “gut the core of future hemi- 
sphere-wide trade arrangements”. 

The report also proposes strength- 
ened collective action among American 
states to preserve democracy in the 
region and a forceftil collective attack 
on poverty and inequality. 

It calls on external organisations to 
put financial, intellectual and political 
muscle behind national anti-poverty 
programmes, with the World Bank and 


the Inter American Development Bank 
committing at least one-third of their 
Latin American lending to poverty 
reduction. It also ur ges governments of 
the hemisphere to promote negotiated 
settlements of Latin America’s remain- 
ing guerrilla conflicts and to lode at 
their armed forces, with the objective 
of establishing firm civilian, control 
over the military. 

Convergence and Community: The 
Americas In 1993. Published by JnterA- 
merican Dialogue of the Aspen Institute, 
11 Dupont Circle NW, Suite 502, Wash- 
ington DC 20036. 


German investors tax the Bundesbank 


By Robert Mauthner in 
Edinburgh 

INTERNATIONAL pressure for 
tbe use of force to implement 
the “no-fly” zone over Bosnia, 
imp osed by the United Nations 
last October, was stepped up 
over the weekend, with both 
the US and France calling for 
military measures against Ser- 
bian aircraft violating the ban 
an flights. . 

Following the adoption of an 
nnmnially tough declaration 
condemning the leadership of 
Serbia and the Bosnian Serbs 
by European Community lead- 
ers, Mr Frangois Mitterrand, 
the French president, said 
France would formally ask the 
UN Security Council to author- 
ise the enforcement of the 
zone. The original Security 
Council prohibiting military 
flights over Bosnia did not 
specify how the ban on flights 
would be enforced 

Mr Mitterrand’s announce- 
ment followed a statement ear- 
lier on Saturday by Mr Law- 
rence Eagleburger, the 
Secretary of State in the outgo- 
ing US administration, that the 
US was now also ready to back 
the use of force against Serbian 
aircraft. Mr Dick Cheney, US 
defence secretary, joined Mr 
Eagleburger in expressing over 
the weekend a hardening on 
the US position. 

The decision has the backing 
of Mr Bill Clinton, the US pres- 
ident-elect, who had spoken in 
favour of enforcement the pre- 
vious day. 

President Mitterrand went a 
step further than the declara- 
tion of the European Council, 
which merely stated that the 
12 leaders reaffirmed their sup- 
port for Security Council reso- 
lution 787, “which provides for 
the necessary measures, 
including military, to be taken 
to ensure the safe delivery of 
humanitarian assistance.” But 
there can be little doubt that 
opinion among other members 


of the Security CounciL includ- 
ing Britain, which has so far 
been very hesitant about the 
adoption of measures that 
could endanger tbe lives of 
British troops of the UN con- 
tingent in Bosnia, is swinging 
in flavour of some kind of mili- 
tary action to prevent Serbian 
aircraft from violating the UN 
ban. 

In its declaration on tbe for- 
mer Yugoslavia, the European 
Connell accused both the Ser- 
bian and Bosnian leadership of 
bearing "the primary responsi- 
bility” for the conflict “and its 
brutality" in the region. 

"In defiance of UN Security 
Council Resolutions, the Serb 
forces in Bosnia-Hercegovina 
have undertaken a savage cam- 
paign of military aggression, 
ethnic cleansing and the perse- 
cution and torture of civil- 
ians, ” the EC leaders said in 
their concluding document. 
“Those responsible for all these 
crimes against humanitarian 
law by the different sides will 
be held personally accountable 
and brought to justice.” 

The Council said that it 
would not accept the partition 
of Bosnia-Hercegovina and 
strongly supported the efforts 
of the co-chairmen of the 
Geneva peace conference, Mr 
Cyrus Vance and Lord Owen, 
to achieve a constitutional set- 
tlement which would recognise 
the multi-ethnic character of 
Bosnia-Hercegovina. 

It also called for more action 
to provide protection to the 
civilian population. 

The leaders stated firmly 
that the autonomy of tbe prov- 
ince of Kosovo within Serbia 
must be restored and said that 
it was in favour of "a UN pres- 
ence” in Kosovo. 

In a separate declaration on 
the treatment of Moslem 
women in the former Yugo- 
slavia, the European leaders 
said they were “appalled” by 
the systematic detention and 
rape of Moslem women. 


IMF may revoke 



of Y ugoslavia 



By David Waller In Frankfurt 

ACCORDING 
to cliche, Ger- 
mans stick to 
the rules. 
When it comes 
to tax affairs, 
however, they 
are compulsive 
rule-breakers. 

Only a desire 
to get round 
the law can explain the mas- 
sive flow of German funds into 
Luxembourg and other tax 
havens before next month's 
introduction of a 30 per cent 
tax on interest income. 

There is nothing illegal 
about shifting funds to Luxem- 
bourg - so long as the income 
on those investments is subse- 
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quently declared to the tax 
authorities. 

But it seems many Germans 
have no intention of declaring 
this income. Mr Johann Wil- 
helm Gaddum, a member of 
the Bundesbank's policy-mak- 
ing council, made this clear in 
a speech last month, when he 
condemned the outflows as a 
form of "money -laundering”. 

He said the amount of money 
likely to leave Germany by the 
end of the year would exceed 
the sum which departed in 
1988 - 88 . 

Then. Germany's financial 
markets and the D-Mark were 
disturbed by a cash exodus 
before th«- introduction of a 10 
per cent withholding tax on 
interest income. 

in the first nine months of 
this year. Germans invested 
DM31bn in Luxembourg funds 
managed by German banks, 
and i mly DM4bn in domestic 
tundv 

Dresdm.T Bank's investment 
subsidiary recently reported 
that funds under management 
in Luxcmfiuiirg have trebled to 
L»MHhn sinct* the beginning of 
the >ear. At Deutsche Bank, 
Luxembourg funds have nearly 
doubled to l)M27bn. 

Those figures understate the 
overall outflows. They do not 
include muiiey deposited with 
non-German institutions in 
Luxembourg - or cash trans- 


ferred across other frontiers, to 
Switzerland or Austria, for 
example. 

Frankfurt economists esti- 
mate that the total outflow for 
the year could be about 
DMLOObn. compared with 
DM72bn which left the country 
in 1988. 

The flow of money worries 
the Bundesbank. It has contrib- 
uted to extra demand for bank- 
notes. as Germans have cashed 
in their investments and 
driven across the border to 
Luxembourg to buy securities 
there. 

"ft is entirely normal for 
someone to walk into our 
branch here with DM50,000 or 
DM300.000 in cash," says the 
head of the Luxembourg sub- 
sidiary of one German bank. 

The increase in cash in circu- 
lation has been one factor 
behind the sharp growth in 
money supply, now growing at 
an annualised rate of more 
than 10 per cent. 

The transfers are also of con- 
cern for the German govern- 
ment, keen to increase its tax 
revenues so as to reduce its 
budget deficit. 

Mr Theo Waigel, the finance 
minister, has aimed a number 
of verbal fusillades at the 
banks, accusing them of pub- 
lishing misleading advertising 
for tbeir Luxembourg 
operations. 


The new tax is designed to 
avoid the problems associated 
with the original 10 per cent 
withholding tax introduced at 
the beginning of 1989. This tax 
drove foreign investors away 
from the German markets and 
was abolished a few months 
after it was introduced because 
of the damage it was doing to 
Germany's status as a financial 
centre. The German constitu- 
tional court in Karlsruhe sub- 
sequently ruled that a replace- 
ment tax would have to be 
implemented. 

This time, foreign investors 
are excluded, and most domes- 
tic taxpayers will not have to 
pay any tax either. 

Individuals earning interest 
of DM6.000 or less, and married 
couples earning DM12,000 or 
less, wfll be excluded from the 
tax. 

It is thought that only the 
wealthiest 20 per cent of tbe 
population will be affected. 
Assuming interest rates of 6 
per cent, a married couple, 
must have savings of over 
DM200,000 before they become 
liable for any tax. 

Many people however seem 
to be moving their funds 
although their income is below 
the tax threshold. One factor 
ma y be the banks' advertising 
which - as Mr Waigel has 
complained - tends to give the 
impression that everyone 


would be better off investing in 
Luxembourg. 

Another , reason is that peo- 
ple are seeking to avoid tax bn 
income which, should, have 
been declared years ago. The 
new tax is deducted at source. 
For investors to receive a 
rebate if their income falls 
below the threshold, they must 
first declare it to the tax 
authorities. . 

“If you have hidden your 
capital for the last five-years, 
you have to continue to hide 
it,” says one Luxembourg 
banker. “If you suddenly put it 
in your income tax declaration, : 
the tax officer wfll obviously 
ask where it came from. You 
will end up being taxed retro- 
actively.” 

“It is fair to say that -taxes 
have never been paid on the 
funds which are flowing now," 
says Mr PierreJaans, director 
general of the Luxemburg 
Monetary institute, the Grand 
Duchy's equivalent to a central 
bank. 

Mr Jaans says Luxembourg 
would.be wflfing to participate 
in a pan-European harmonisa- 
tion of tax systems, -which 
could help prevent such large 
capital -transfers, in --future. 
Since the chances of- this hap- 
pening are fairly remote, the 
D-Marks will presumably carry 
on taking the road to . Luxem- 
bourg. 


By George Graham 
in Washington 

DIRECTORS' ... of the 
International Monetary Fund 
meet in Washington today to 
consider revoking Yugoslavia's 
membership. Dpenmg the way 
for Croatia and Slovenia to 
rejoin the IMF and its sister 
institution, the World Bank. 

The move would call into 
question around $L7bn (£l.lhn) 
of World Bank-loans outstand- 
ing to the other Yugoslav 
republics, possibly leading to a 
formal default for the first time 
in the Washington-based devel- 
opment institution's history. 

Discussions have been under 
tray for some time over a legal 
formula that would, in essence, 
declare that Yugoslavia no lon- 
ger exists and that its IMF 
membership has therefore 
lapsed. The World Bank would 
be obliged by its rides to follow 
suit • 

The republics could then be 
invited to reapply for member- 
ship, but under conditions that 
would ensure that Serbia, 
viewed as the aggressor in the 
dyil war, would not qualify. 

- Croatia and -Slovenia have 
accepted responsibility for 
their share of World Bank 
loans made to Yugoslavia, 
although Serbia amid repudi- 
ate 7 its portion, estimated at 
$L5bh - roughly equivalent to 
a fall year’s net income for the 
World Bank. 

Bank officials say their expo- 
sure is already partially provf- 
stoned, but acknowledge that if 


they had to provision their Ser- 
bian loans in frill it would 
cause a “downward blip” in net 
income. 

While the IMF has some 
credits outstanding to Yugo- 
slavia, its exposure is much 
smaller than the bank's, and 
some bank directors have ques- 
tioned whether their Fund col- 
leagues are sufficiently sensi- 
tive to the financial 
implications of ending Yugo- 
slav membership. 

But the twin political imper- 
atives of, on the one hand, 
allowing Croatia and Slovenia 
into the international financial 
community and, on the other, 
drumming Serbia out, are 
likely to override these finan- 
cial considerations. 

The h ank has alread y to 
place *L7bn of its total S2.02bn 
loans outstanding to Yugo- 
slavia - which includes the 
Serbian, Bosnian and Macedo- 
nian shares - in “non-accrual'’ 
status, which means they are 
not being serviced, so repudia- 
tion would add little risk. 

Counting Yugoslavia, the 
World Bank has around $3Bbn 
of loans in non-accrual status, 
nearly 4 per cent of its out- 
standing loan portfolio. Its pro- 
visions at the end of its finan- 
cial year amounted to CL54bn, 
or around' 2.5 per cent - of out- 
standing loans. 

Some, industrial member 
countries have argued that this 
provision ratio Is inadequate, 
and Mr Denis Desautels, Cana- 
da's auditor general, last 
month joined this criticism. 



ia’s western adviser seeks boost in financial aid 


By John Lloyd in Moscow 

THE Russian government’s 
senior western economic 
adviser is pressing the future 
Clmton admini at rat Ion to 
champion a new multi-billion- 
, dollar package of foreign aid 
j for Russi.i to support a new 
attempt tr. stabilise the coun- 
try's finances and prepare 
for an expected surge in unem- 
ployment levels in the coming 
year 

Mr Jeffrey Sachs, the Har- 
vard University economist who 
is working viosuly with the 
reform team under Mr Yegor 
Gaidar, acting prime minister, 
said yesterday that prelimi- 
nary talks with the Clinton 
transition team indicated a 
willingness tn grapple with 
what he described as “the most 
important foreign policy issue 
facing ihi* US and the west." 


Mr Sachs' proposals would 
total roughly the same as the 
$24bn package put forward in 
the summer by the Group of 
Seven industrial countries, 
which has so far had little 
effect on the crisis-ridden Rus- 
sian financial structure. One 
cornerstone of that package, an 
IMF standby agreement which 
should have been reached by 
the end of this year, has been 
indefinitely postponed. 

The main points in Mr Sachs’ 
package are: 

A An emergency social fond to 
cover the vastly increased 
social spending from mass 
redundancies, and to fond pen- 
sions and health care. This 
would be set up by the G7 gov- 
ernments. 

• An industrial restructuring 
fund to convert the military 
goods sector and reequip obso- 
lete but otherwise viable plants 


- to be administered by the 
main export credit guarantee 
^g pnr jps, the World Bank and 
the European Bank for Recon- 
struction and Development; 

• A small business fund to 
supply capital mid expertise- to 
the growing private sector, to 
be adminis tered by tie EBRD. 

• Measures, including debt 
rescheduling , a rouble stabilis- 
ation fond and a balance of 
payments support package, to 
be set up and administered by 
the IMF. 

The plan takes much of - the 
authority for the assistance 
away from the IMF, to which 
the G7 gave overall manage- 
ment of the J24bn package. 

Mr Sachs, whose passionate 
advocacy has both irritated 
nnH spurred the IMF and G7 
governments, believes the 
Fund has been part victim, 
part villain' m a general foreign • 


indifference to the. looming 
problems of Russian reform. ' ' 

. Mr John Odling-Smee, direc- 
tor of the- IMF's Europeait -H ~ 
department and as. such the 
senior executive on. the IMF’s 
Russian' programme, argued ’ 
recently In. a recent article in - 
the FT that Russia's economic 
stabilisation programme “is 
taking longer than expected 
because of the [Rtissianl 
authorities' inability' so; Ear to: 
decide on firm mone tary and' 
fiscal policies.” ' 

Mr Sachs believe# that lack 
oTIMF/westemdaclsiveness. 
especially in offering a- $6bn 
fond to stabilised the rouble, at . 
the beginning of reforms in 
January, provoked the slide - 
into higher andhigher infra- 
Ban and budgetary’ “deficits. • 

He says that of the ?24bn ^ 
package, only :flbn from tbe 
IMF and WBdm mdfrsf%lal raha- 

, - . c — ■ - „ — - - , ■ 




Mutation loan from ' the World 
Bank' has been isowd, and that 
co Old not . be used- in .1992, A 
further j &Sba dbilateral cred- 
its have also hem issued by 
various countries - but all of 
it shortterm, at market Inter- 
est rates, with $L5bn interest 
already faffing due in 1993 and 
: with no. hope of repayment ’ . 

‘Him essence of this process 
is that it is dynamic, and that 
you must be actively engaged - 
not sitting back and .. bemoan- 
ing lack of re&dihess of the 
'Russian government,” The pro- 
vision of a stabilisation fund 
would completely; alter- the; 
environment under: which 
reformers work.’V 
4S Russia's 'central frankdnef 
has rtiled out fotrodudng a 
-new Russian cmfrour for:the 
time being, Itaryrass news 
agency said, Reuter reports 
Moscow: ■ :r.:v. 


IlHO 


: Central bank chairman. Mr 
Viktor Gerashchenko was 
. . reacting, at the. weekend to 
calls by senior officials for a 
re-tMnk about wiflintaiTilng a 
single “rouble zone” because 
neighbouring states . has 
already brought in ~their own 
. currencies. 

The rouble zone covers the 
majority of the 15 former 
Soviet republics which have 
retained the old currency. 

' But .Ukraine and the three 
Balticatates have already 
abandoned the rouble, and oth- 
ers are considering following 
suit- 

• . _ r : . ■ - 

Vice-President Alexander 
"Rutskoi said 7 ' last month that: 

- those states which quit the . 

- rouble zone were forcing up 

- Russian inflatfon by prompting 
a flood of unwanted roubles 

.- across their borders— i' . 
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Monitors 

warn on 
Kenyan 
election 


Japan hints 
at rice ban 

“j 

compromise 


By Charles Leacfc eater 
In Tokyo 

JAPAN WILL not allow its ban 
on rice imports to stand in the 
way or successful completion 
of the Uruguay Round of world 
trade talks. Mr Kiichi Miya- 
zawa, prime minister, made 
clear this weekend. 

“We must never spoil mul- 
tinational trade talks," he said, 
after reshuffling his cabinet on 
Friday. 

Mr Michio Watanabe, foreign 
minister, reinforced Mr BfQya- 
zawa’s comments, saying: 
“Unless the government makes 
a decision on fundamental 
principles about the rice issue 
within tins year or by early 
next year, the Round will not 
be completed successfully." 

Mr Miyazawa's indication 
that he would be prepared for 
Japan to replace its ban on rice 
imports with a set of Import 
tariffs marks an important 
change in the government’s 
public approach to an issue 
which has become a central 
obstacle to completing the Gatt 
trade talks. 

Until Last week the govern- 
ment had insisted that It would 
not compromise on its demand 
that the rice ban be excluded 
from proposals made by Ur 
Arthur DunkeL Gatt director 


By William Keeling in Jakarta 

AT least 1.200 died at the 
weekend when an earthquake 
measuring 6.8 on the Richter 
scale struck the island of 
Flores in eastern Indonesia. 

Local government officials 
have appealed for emergency 
food and medical supplies amid 
reports that thousands have 
been made homeless. 

The earthquake, which 
occurred at midday local time 
on Saturday, bad its epicentre 
30km north of Flores, creating 
a tidal wave reportedly 80 feet 
high. 

The wave devastated the 
coastal town of Maumere, kill- 
ing more than 1,000 people and 
badly damaging at least a third 
of its buildings. The town has a 
population of 70,000, and local 
government officials say the 
death toll there is certain to 
rise as rescue work continues. 

Two ships carrying emer- 
gency supplies have already 
been sent from the neighbour- 
ing island of Timor, but the 
port and airport at Maumere 
were reportedly damaged by 
the earthquake, and this is 


general, that all import restric- 
tions should be replaced by tar- 
iffs. 

However. Mr Miyazawa’s 
comments suggest he is seek- 
ing to capitalise on tbe politi- 
cal momentum of the reshuffle 
to swing policy towards a com- 
promise. The move is likely to 
provoke a storm of protest 
from Japan's rice farmers who 
form an important part of the 
governing Liberal Democratic 
party's rural support 

Government officials indi- 
cated that a final decision on 
how to replace the ban with a 
set of tariffs would be taken by 
early in the new year. The 
focus will shift to whether the 
government can reach a com- 
promise with the farmers over 
measures to offset the competi- 
tion from imports. 

It is thought likely that 
Japan will press for tariffs as 
high as 700 per cent and for 
them to be subsequently 
reduced more slowly than 
under the current Dunkel 
schedule. 

Mr Miyazawa said the gov- 
ernment would make sure 
farmers could continue to work 
In security, possibly by provid- 
ing finan cial assistance to pro- 
mote the rationalisation of 
agriculture to create larger 
more efficient forms. 


hampering relief efforts. 

With the rainy season at its 
height officials are concerned 
that disease may spread rap- 
idly. 

The full extent of the disas- 
ter may take several days to 
emerge as relief teams struggle 
to visit the plethora of smaller 
islands nearby. 

Flores, with a 1.5m popula- 
tion, lies at the meeting point 
of two continental shelves, as 
do many of Indonesia's 13,000 
islands, and has a turbulent 
volcanic past It has more than 
a dozen active volcanoes. 

In recent years, tbe Island 
has become popular with tour- 
ists, largely because of its rug- 
ged volcanic landscape and 
crater lakes. There were no 
reports of foreigners being 
killed, although Maumere is a 
main port of entry for travel- 
lers visiting Flores. 

The earthquake is certain to 
revive environmentalists' oppo- 
sition to plans to construct a 
dozen nuclear power stations 
on the main island of Java, 
which lies on the same geo- 
graphical fault line as Flores. 


By Michael Holman In Nairobi 

COMMONWEALTH observers 
warned yesterday that Kenya's 
first multi-party elections 
since 1966, scheduled for 
December 29, were in jeopardy 
unless H inegu]arities n in last 
week’s parliamentary nomina- 
tions were resolved. 

The warning follows Satur- 
day’s unprecedented walk-out 
by five western ambassadors 
from a national day parade 
presided over by President 
Daniel arap MoL They said it 
had become a political rally on 
behalf of the governing Kanu 
party. 

Allegations that opposition 
parties had been prevented 
from nominating candidates In 
as many as 45 parliamentary 
seats required urgent investi- 
gation, said the Common- 
wealth observer group in a 
statement 

Its assessment of the poll Is 
critical. If it decides the elec- 
tions are not “free and fair" 
most donors are likely to con- 
tinue a freeze on aid imposed 
in November 1991. Unless 
“irregularities’’ in last week’s 
nomination process were recti- 
fied by a special committee of 
the electoral commission due 
to meet today, this part of the 
election procedure would be 
considered “severely compro- 
mised'*, the statement said. 

Thirteen parliamentary can- 
didates representing the 
Kenya African National Union 
(Kann), including Hr Moi, 
were unopposed when nomina- 
tions for the 188 seat assembly 
closed on Thursday. Kanu is 
being challenged by three 
main parties - Ford Kenya, 
Ford Asili, and the Democratic 
party - in a campaign marked 
by ethnic rivalries and occa- 
sional violence. 

The statement, approved In 
London by Chief Emeka Any- 
aoku, the Commonwealth sec- 
retary-general, also expressed 
“deep concern” about allega- 
tions of “violence, misconduct 
and intimidation, apart from 
general impropriety on the 
part of officials". The elections 
“may now be at risk", the 
statement said. 

Saturday saw five western 
ambassadors, including the US 
envoy, snub Mr Moi when they 
walked oat of the stadium 
holding a parade marking 
Kenya's 29th anniversary of 
independence. Groups holding 
banners and placards extolling 
the virtues of Mr Moi and 
Kanu were paraded before 
spectators. A US spokesman 
said the occasion had been 
turned into “a party rally”. 

Envoys from the US, Ger- 
many, Sweden. Denmark and 
Canada left shortly before 
President Moi addressed the 
rally. Sir Kieran Prendergast, 
the British high commissioner, 
stayed in his seat 


Hundreds die in 
Indonesia quake 


US Marines seize vital Somali airstrip 


But confusion grows about the tactics and objectives of the United 
Nations relief mission, reports Julian Ozanne from Mogadishu 
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Somali men queue at the main gate of Mogadishu’s port in the hope of securing work unloading relief aid 


Mogadishu’s main water supply plant was 
switched on yesterday - alter a three-month 
shutdown - under a United Nations deal that 
will give Somali gunmen who were guarding 
it on-the-job trailing as plumbers and 
mechanics, Reuter reports from Afgoi, Somalia. 

Supplies will start reaching the capital in 
about 48 hours, where priority will be given 
to hospitals, feeding centres for refugees and 


public standpipes until fuller service is 
restored, said Mr Peter Schumann, 
representative of tbe United Nations 
Development Programme. 

Mr Schumann spent eight weeks negotiating 
a deal to reopen the plant which in essence 
involved convincing gunmen demanding a 
dollar ransom for not looting it to accept 
onthe-job training instead. 


military and too little hrnnani- 


US MARINES in 12 helicopter 
gun ships yesterday seized a 
vital airstrip in the starvafinn- 
riddezi interior of Somalia, as 
the foreign intervention in the 
country continued to build up. 

However, with at least 36,000 
troops due in Somalia by 
Christmas, confusion has 
begun to set in about the tac- 
tics and objectives of the opera- 
tion, which has a United 
Nations mandate to provide 
security for relief efforts. 

Yesterday morning, a rifle 
company of 220 Marines, flying 
from Mogadishu in their first 
foray into the interior, landed 
and secured the former air 
force base at Bali Dogie, 360km 
west of the capital. The 
Marines will pave the way for 
the immin ent arrival of the 
10,000-strong US Army 10th 
Mountain division. 

In the capital, military offi- 
cials said at least 3,500 US 
troops and 300 French para- 
troopers and 120 Belgian sol- 
diers had already landed by 
last night to form the advance 
forces of the biggest military- 
humanitarian intervention 
ever undertaken in black 
Africa. 

At the port, the Marines 
have offloaded 320 vehicles. 
Including 7 Ml-Al Abrams 
tanks and several armoured 
personnel carriers, from a huge 
supply ship, as part of the fleet 
which will penetrate further 
into the interior. 

However, there is some con- 
fusion among the foreign 
troops who have secured Moga- 
dishu's port and airport and 
provided increased security in 
the anarchic city, over whether 
they should be disarming the 
city's residents. 

At first, US commanders 
gave orders for all weapons to 
be confiscated. Later, only 
heavy weaponry and machine- 
guns used in an aggressive or 
threatening way near check- 
points were ordered to be 
taken. Guns, which had disap- 
peared from vehicles and 
pedestrians after the US 
marines arrived last week, are 
gradually re-appearing as ban- 
dit attacks continue unabated. 

Tension was also mounting 
between French and US offi- 
cers yesterday. The paratroop- 


ers from the French Foreign 
Legion have long experience of 
patrolling Africa’s most violent 
streets and are anxious to be 
moved rapidly into the inte- 
rior. But they have put then- 
selves under a US military 
command which appears to be 
taking no chances and is refus- 
ing to heed the pleas of aid 
workers that they move rap- 
idly Into the towns of Kismayo 
and Baidoa, which have been 
plagued by looting. 


US troops are expected to 
move to Baidoa in an 
armoured convoy by the week- 
aid. Baidoa is the critical stag- 
ing point for the relief effort to 
the cut-off interior. 

However, aid workers contin- 
ued to criticise the slow US 
penetration of the interior, 
where there aze at least 300 
deaths a day and up to 2m 
Somalis are in desperate need 
of food, medicine, seeds and 
tools. "The operation is too 


tarian so for, said an official 
with Mddicins Sans Fronti&res. 

Foreign troops in Mogadishu 
have met little opposition from 
the freelance gunmen and ban- 
dits who have terrorised civil- 
ians for two years. On Satur- 
day, however, Cobra combat 
helicopters fired anti-tank 
weapons at three Somali battle 
wagons they said fired upon 
their aircraft, killing up to 
eight people and injuring sev- 


eral. The wreckage of one 
burnt-out vehicle lay aban- 
doned yesterday and residents 
living near the scene of the 
incident said the three 
destroyed vehicles, including a 
US-made M1-L3 APC, had been 
fighting a rival dan for control 
of a former military camp 
when the US helicopters flew 
overhead on a routine patrol. 
US officials said they hoped tbe 
incident would set an example. 

A UN World Food Pro- 
gramme ship carrying 3,000 
tonnes of based wheat docked 
at Mogadishu port yesterday, 
the first aid ship into the city 
since October 24 US Marines 
also escorted a food convoy of 
20 tonnes of rice, beans and 
vegetable oil through south 
Mogadishu in the second day 
of US military-NGO co-opera- 
tion. 


Khmer Rouge raise stakes 


Hussein is free of 
cancer, say doctors 


KHMER ROUGE guerrillas 
have fired artillery shells at 
UN peacekeepers in Cambodia, 
marking a further deteriora- 
tion in relations between the 
two, Reuter reports. 

“Two shells landed 75m in 
front of our tent and one 30m 
behind," said Mr Nikolay Niko- 
laev, a UN election-team super- 
visor for the Santnk district in 
central Kompong Thom prov- 
ince. 

“The shells were directly 
aimed at the tent," he said over 
the weekend, adding that he 
believed it was the first time 
UN personnel had been the 
deliberate target of such an 
attack. 

The shelling occurred in 


Krayea, 120km north of Phnom 
Penh, the capital, on December 
6 and was ordered by tbe com- 
mander of the Khme r Rouge’s 
802 Regiment, Mr Nikolaev 
said. No UN personnel had 
been injured. 

The following day, the local 
Khmer Rouge commander 
handed a letter to Indonesian 
UN soldiers ordering the UN to 
leave Krayea. The letter said: 
“Untac [UN Transitional 
Authority in Cambodia] are 


commune unless you get per- 
mission from the representa- 
tive of the National Unity 
Party of Cambodia, 1 ’ referring 
to the name of the Khmer 
Rouge's latest political party, 


led by Mr Khieu Samphan, 
nominal head of the guerrilla 
faction. 

Citing security concerns, Mr 
Nikolaev withdrew the elec-, 
toral team, but only after most 
of the people of the commune 
had been registered to vote in 
a UN-supervised national elec- 
tion scheduled for next May. 

Mr Nikolaev said Lt-Gen 
John Sanderson, military com- 
mander af Untac, had ordered 
a squad of Indonesian para- 


mune despite the threats. 

Khmer Rouge guerrillas have 
also begun harassing Caiubo- 
(flans who have been registered 
by the UN for next year's elec- 
tion, UN officials said. 


By James Whittington " 
ha Amman 

KING HUSSEIN of Jordan was 
confirmed as being free from 
cancer over the weekend, by 
doctors -at the Mayo Clinic in 
Rochester, Minnesota. 

A statement issued from the 
clinic by the king’s personal 
physician said postoperative 
tests had “confirmed the com- 
plete success of surgery” last 
August and doctors had found 
“no abnormalities". The king 
will have regular check-ups. 

Speculation that King Hus- 
sein was still suffering from 


cancer, despite the surgery, 
had been rife in Jordan and the 
foreign press since a speech he 
made to the nation on 5 
November which many people 
interpreted as an admission 
that cancer might take his life. 

“One recognises that every 
living soul will meet its des- 
tined end,” he said. “Whenthe 
time comes no hour could be 
postponed or brought for- 
ward.” 

The king left the hospital 
ahead of schedule and is due to 
spend a few days in Washing- 
ton, before returning to 
Jordan. 


not eligible to stay in Krayea troopers to remain in the Com- 
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INTERNATIONAL ECONOMIC INDICATORS: EUROPEAN COMMUNITY CONVERGENCE 


This table gives yearly overages ol the economic series most relevant to convergence for Emu. ft covers all EC countries except Luxembourg, which la in a monetary union with Belgium, pfue an average for the EC aa a whole. Alt figures are percentages. 


■ GERMANY 


ITALY 


UNIT 




n % 


CM 


M % 


Dari 


m % 


Rea at%eOP 



■ SPAIN 


■ NETHERLANDS 




m% 



19*1 

19*2 

19*3 

19*4 

19*5 

19*6 

19*7 

19*8 

19*9 

19*0 

19*1 

19*2 


0.3 

10.4 

3.9 

-3.6 

n.a. 

13 4 

16 3 

7.3 

- 1.9 

n.a. 

17.B 

19.8 

7.3 

-11.4 

n.a. 

11.9 

14.7 

8.8 

— 2.8 

IUL 

- 14.6 * 

158 

14.4 

—38 

n.a. 

6.7 

118' 

78 

-58 

n.a. 

1981 

58 

9.0 

5.6 

-3.2 

n.a. 

T1.6 

16.0 

0.0 

-2.8 

n.a. 

16.5 

20.7 

8J3 

-11.3 

rui. 

&6 

ns 

10JZ 

— 2.5 

ILL 

.14.4' 

16.0 

16.3 . 

-5.6 

nJL - 

5.7 

an 

ga 

-7.1 

n.a.. 

1982 

3.3 

7.9 

6.9 

-2.5 

40.9 

9.6 

14.4 

82 

— 3.2 

n.a. 

14.7 

18.5 

8.7 

-10.6 

72.0 

4.6 

10.8 

11 JO 

—3-3 

.59.1 _ 

122 

16.9 ' 

178 

-4.7 

36.3 

Z7 

■ 88 

124 

—04 

62.0 

1983 

2.4 

7.8 

7.1 

-1.9 

41.6 

7.3 

13 4 

9.7 

-2.8 

43.8 

10.8 

15.2 

9.3 

-11.6 

75.1 

5.0 

10.7 

11.0 

-4.0 

60.3 

.112 

188 

206 

-5.4- 

,.39.9 


6-1 

128 

-68 

66.1 

1984 

2.2 

6.9 

7.1 

-0.9 

42.3 

59 

11.9 

10.1 

-2.9 

45.5 

9.2 

13.3 

9.6 

— 12-5 

82.0 

6.1 

10.6 

11.4 


588 

78 

13.4 

218 

-6.9 

458 

2.6 

78 

108 

-48 

69.7 

1986 

-O.t 

5-9 

6.5 

-1.3 

42.4 

2.7 

9.1 

10.3 

-2.7 

45.7 

5.8 

10.9 

10.5 

-11.7 

86.5 

SL4 

9.9 

11.4 

-2.4 

57.7 

_ 88 

11.4 % : 

21.0 

-08 

- 468., V. 

02 

6.4 

108 

-68 

71.6 

. 1986 

0.2 

5.8 

6.3 

-1.8 

43.5 

3.1 

10.2 

10.4 

-1.9 

47.3 

4.7 

10.6 

10.3 

-11.0 

90.9 

4.1 

9.5 

10.4 

-18 

. 55,7 

5.3 

12 A: 

20.4 ' 

-3.2 

46.8 

— 0.4 

6.4 

108 

-68 

754 

1987 

1.3 

0.1 

6.3 

-2.1 

44 1 

27 

9.2 

9.9 

-1.8 

472 

5.1 

10.8 

10.8 

-10.9 

83.3 

4.9 

9.4 

8.5 

+ 1-1 

50.3 

* 48 

11.7 

19.3: 

-3J3 

409 - 

0.9 

6.1 

98 

-58 

77.7 

1988 

2.0 

7.0 

5.6 

+ 0.2 

43.0 

36 

9.2 

9.4 

-1.2 

47.4 

6.2 

12.0 

10.6 

-9.9 

96.0 

7.8 

9-6 

7.1 

+ 1.2 

45.1 

6.8 

13.7 

17.1 

-28 

442 

1-1 

78 

04 

-58 

TTS 

1969 

2.7 

8-9 

4.8 

-1.9 

436 

34 

10 4 

9.0 

— 1.6 

46.6 

6.5 

12.2 

9.9 

-11.0 

98.6 

9.5 

11-t 

7.0 

-oa 

4ze 

6.7. 

14.7 

16.1 . . 

-48 

44.5 

2.4 

98 

78 

-58 

78.3 

1990 

3.6 

86 

8.0 

-2.9 

462 

3.2 

9.5 

9.5 

-1.7 

472 

&4 

11.6 

10.2 

-10-2 

101.2 

5L9 

9.9 

9.1 

-2.0 

43.8 

. 6.0 - 

1Z4 

16-3 

—4.4 

45.6 

48 

8.9 

78 

-3.9 

78.4 

1991 

4.1 

8.1 

8.0 

-3.2 

44.3 

26 

9.1 

10.0 

-2.0 

47.5 

5.3 

12J2 

10.4 

-9.8 

103.9 

3J9 

. BJZ 

10.T 

-58 

45j6 : 

• .6.1 

128. -■ 

17-3 

-42 

48.4- 

38 

88 

68 

-48 

798 

1992 


BELGIUM 



Goal 


Dufct 

n% 


PORTUGAL 

Looa form 


■ DENMARK 


■ EUROPEAN COMMUNITY 


Mi a*%GOP 


«% 


Mi ml. OOP 


■ %GV 





981 

982 

983 

984 


mKOW 


990 

991 


7.6 

i3.e 

98 

-12.8 

n.a. 

19 9 

T9. T 

85 

-9.3 

n.a. 

11.7 

19 2 

7.6 

-as 

aa. 

248 - 

17.7 

4.1 

BTTTM 

njBL 

20.4 

- 172 

1M1 

-13.4 

IL& ■ 

- 12.1 • 

15.1 . 

7.8 - 

-58 

. n.a. *■ 

19*1 

8.7 

13.4 

118 

-11.0 

n.a. 

224 

223 

76 

-10.4 

n.a. 

10.1 

208 

9.0 

—9.1 

n_a. 

2GL9 

158 

5.8 

-7.7 

ruL 

178" 

17.1 . 

12.4 

-.138 

* aa. • 


148 

88 

-58 

n.a. 

. 1982 

7.7 

11.6 

125 

-118 


255 

265 

8.1 

-9.0 

n.a. 

6.9 

14.3 

9.2 

— 72 

74.3 

202 

182 

IS 

-63 

448 

108 

.132 

108 

r.1 18. 

97.4 

. 04 

12.7 - 

98 

-58 

. . flJL 

1983 

6.4 

12.0 

128 

-9.0 

112 6 

29 J 

27 5 

87 


62.4 

6.3 

13.9 

8.7 

-4,1 

79.8 

18.4 

188 

8.1 


538 

8.6 

148 

168 

-:98 

104.8 

78 

118 

108 

-58 

66.4 

- 1984 

4.9 

10.6 

11.6 

-8.5 

1196 

19.3 

25 4 

88 

- 10.1 


4.7 

11.2 

72 

-2.0 

78.8 

198 

158 

7.7 

-138 

.82.6 

. 5.4 

• 12J7 

188 

-11.2 

1088 

• 6.1 

108 

108 

-58 

58.1 ' 

1965 

1.3 

78 

11.6 

-9.1 


11 7 

17 9 

8.3 

-7.2 

69.5 

37 

10.0 

5.5 

+ 3.4 

69.0 

23.0 

17.5 

7 A 

-1Z6 

858 

.38 

11-1 

1 88 

+ 118- 


38 

98 

10.7 

-48 

60.0 

1988 

1.6 

7.0 

11.4 

-7.1 

131.0 

94 

15 4 

69 

-6.8 

72.9 

4.0 

11.3 

58 

+ 2,4 

658 

104 

16.6 

7 A 

— 122 

722 

. ai 

-ii8- 

188 

-9rl 

1208 

38 

9 A 

108 

-48 

618 

1*87 

18 

7.8 


-0.9 

132 4 

9.6 

13.9 

57 

-5.4 

75.2 

4.5 

9.B 

6.4 


60.1 

ias 

IU6. 

7.6 

-14.4 


22 

93 

172 

-52 


' 32 

9.4 

92 

-3.7 

61.0 

19M 

3.1 

6.6 

8.6 

-6.5 

128.4 

12.7 

14 8 

5.0 

-3.4 

72.0 

4.8 

99 

7.7 

-08 

65.6 

13.7 

. na. . 

78 

— 188 

858 

. . 4.1 

88. 

15.7 * 

. -28 

104.7 

. 5.1 

... 98 

88 

-2.8 

608 

1989 

3.4 

10.1 

7.8 

-5.3 

127.3 

13.2 

15.2 

4.6 

-5.8 

68.2 

2.6 

10.7 

8.1 

-1.4 

66,4 

20,4 

n^. 

72 

-198 

93.7 

38 

. ioi 

148 

-2.6 . 

1038 . 

: 58 

11.1 

88 

Bin 

608 

1990 

3.2 

9.2 

8.3 

-62 

1294 

10 9 

14.3 


-6.4 

64.7 

2.4 

9.2 

QS 

ISJiH 

66.7 

19^ 

H8. 

7.7 

- 16.5 : 

96.4 - 

- • -3.1 

92 t 

162 

-22^- 


: . as 


88- 

—■44 

61.8 

1991 

2.6 

8.6 

8.1 


1296 

9.1 

1 1 6 

4.5 

-5.5 

66.7 

22. 

8.9 

9.5 

-2.0 

65 J 

162 

ruL 

ruL 

-132 

mjM 

■- 3A 

&9 

17.7 

-23 . 

E22BI 

4 A 

: 9.7 

9.4 


63.4 

1992 


German figures tor 1991 and 1992 refer to unified Germany. Previous years refer to West Germany only. Inflation: annual percentage growth in consumer prices. Merest ratec nominal long-term government tend yields. UnemployniaRt 
lending ( +) or net borrowing I - ) of general government as a percentage of GOP Debt the gross debt or general government as a percentage or GOP. 1992 Figures for inflation; bond yields and uneraptoymeAt are averages aver year to data 
European Commission forecasts. Source; European Commission. •. 


percentage of trie civilian labour force. Government balance: Hie net 
(Generally Jan-Oct). Figures tor the Government balance and Debt are 


Fiscal positions and the Maastricht criteria 

General government bdnpwirtg as % of GDP 


12 % --- 


10 % 


$ 1990 
A 1993* 


^ Italy 


8 % 


u 


4% 





Belgium 


"..'JHfoWa....;- V a 

*llf a ••• 


ii»x' a ife:i 


• flriea ftfeimrEksib-' M m- .7 

TIT:: ■■ 

-Ironftce 

."jf. - . w ....„n ■ OwWb ^ ™-v ■ 

- # -r a . / 4 


Y 


Denmark 


* * - -a — -■ * — 

rmnenanos 


■■■■■■■■■■■■•■I* ■ 


Ireland 


$ 


0 % 


i 


i 


i 


j 


0% 


20% * 40% 60% 80% 100% 

Debt (general government debt &S % of GDP) 

Truer? bonnowfrX) In 192} and datiTln I M2 


120 % 


140% 


THE Edinburgh summit will be hailed as a 
triumph. But euphoria should be con- 
tained. The journey to economic and mon- 
etary union may have not been aban- 
doned, but the road ahead mil be bumpy. 

The past three months have demon- 
strated how bumpy It can be. When the FT 
last published a table on convergence, on 
December 9, 1991, many thought that the 
ERM, which had operated without a signif- 
icant realignment for almost five years, 
offered a smooth road to Emu. Things look 
rather different after the exit of the Italian 
lira and pound sterling and the realign- 
ments of the Spanish peseta and Portu- 
guese escudo. Whether the French franc 
retains its parity with the ERM is likely to 
prove more important for Emu than any- 
thing agreed by the 12 leaders of the Euro- 
pean Community over tbe weekend. 

It is the Bundesbank's determination to 
preserve the value of tbe D-Mark, despite 
German unification, that has so shaken 
the ERM. But the Bundesbank Is not 
engaged in a quixotic tilt at inflationary 
windmills. Its goals are shared by many 


Edinburgh 


Germans, as was demonstrated by the. 
terms on which the Bundestag ratified the 
Maastricht Treaty earlier this month. By 
insisting that they be given another 
chance to examine Emu before signing- 
away the D-Mark, German politicians have 
warned others of their opposition to any 
watering down of the convergence criteria. 

The criteria in the Maastricht Treaty . 
were that a country shall possess: • 

B “an average nominal long-term, interest-; 
rate that does not exceed by more than 2 
percentage points that of f at most > flie 

three beat panning member states. in. 
tfirmsofprice stabffity”;and 

■ an average rate of inflation “that does 
not exceed by more than l’A percentage 
points that of; at most, the three best’ 
performing member states"; , 

■ a currency that "shall have respected 
the normal fluctuation margfos provided 
for by the exchange rate mechanism of the 
hms without severe tensions for at. least 
the last two years, before, the 'examtha-; 
tion”* 


turn. This is defined, first, by “whether the 
-ratio ofthe planned oractual government 
deficit to gross domestic product exceeds” 
3 per cent, “unless either .the ratio has 
declined substantially -and continuously 
and reached a level that cornea closer to” 3 
per-cent or The excess... is only excep- 
tional /and- and, second, by 
“whether the ratio of gove rn ment debt to 
GDP /exceeds” 60 per cent, “unless 'the 
-ratioVis sufficieirtly -dimini shing -a nd 
approaching” 60 per cent “ata^satisfectory. 

P3CGi .... 

. . What; if .apy, progress; has Che JSC heeh 
making towards thfe divergence aim? 

Eight countries meet th e-interest rate. 
afterion. the same! countries .also meeting 
' the inflation <riterion.Tfce cotfrttrteS -with 
the Bek infia Wnw .jipiAirmancfl. liii .1992; 
were Belgium, Denmark and France. " 

- Only seven c oufitrife ir- the minimum 
nmnber for tteJERM 

criterion. But vSril# many more 


realignmen ts, may QD 

, . . ./ :.Op^'?raii£* 

a" sustainable government finimcial postf '-C: are forecast .to ma^fl^.gqvwouiifint bor-. 


a ■ ■ ■ 

rowing criterion .next year . (see chart). As 
' for tbe target for government debt,, it Is 
: currently met by only five countries. 

In s um, Luxembourg France alone 
■■ ' would pass all the tests for Emu. But Ger- 

many an A i Intrig uin g^ TVnmark art dflse 
enough, to make the grade. Thus, half the 
countries elig ible for Emu do not want to 
Join and one. of the other two, Luxem- 
bourg; is ahead? in a currency union. 
...Ireland- still fells on -public debfctheUK 
now succeeds on inflation, but feds on the 
fiscal deficit and ERM membership; Bel- 
gium and'- the Netherlands .fail on -both 
aspects of .-‘fiscal policy;.' Spain fails on 
everything, anart from the public debt 
ratio; and^ree^Jfely. and Portugal feil 

6n every thing - -' T, - ' ’■ 

Tfoe economic significance -of these ertte- 
'.. ria must not be exaggerated. They are not 
Jogicaffy necessary for a successful Emu. 

• But Emu is a political project H Goman 
- politicians want to be difficult it looks as 

thou^theynvffi-hase plenty jrfexcuses. . 

•/ Martin Wolf ' 




> . — 


*-•*. 2 ' 


- • \ 




«. . ■ 


- 1 













7 



is free of 

ay doctor 

- w 


E& 

6 

% 

*■ 

* 



■ * i 



>4 



r 


i r . 

r£ 


K 


#. — 


; - r .„ 












jti ‘ 



COW**^*- r 



'A 1» 





I- 




• •I »A 

—| 

» 


r 


L 





■». * i* -* 

■»--- 




rV- 


ti-' 





> 

» 







i£ 

i 



% 

f»£ W if r 

> J- • J 






NEWS: UK 


Government 


plans domestic 
policy initiative 


By Philip Stephens 
and Peter Norman 


THE government is to launch a 
New Year drive to regain its 
grip on die domestic political 
agenda after its preoccupation 
in recent months with eco- 
nomic crisis-management and 
the battles over Europe. 

Senior ministers are plan- 
ning a series of initiatives to 
demonstrate that the recent 
political turmoil has not 
dented Urn government's deter - 
xaination to meet the policy 
objectives set out in its April 
election manifesto. 

Among the initiatives will be 
measures to restructure and 


expand education and training 
opportunities for 16-to-19 year- 
olds, intensified co-operation 
with business through the 
development of an industrial 
strategy and significant 
reforms of the police and of the 
treatment of juvenile offenders. 

Plans for the policy launches 
reflect growing if still cautious 
confidence among ministers 
that the signs of economic 
recovery have lifted the state 
of siege imposed on the govern- 
ment by sterling’s exit from 
the European exchange rate 
mocha nUm in September. 

Mr Norman Lamont, the 
chancellor, said yesterday he 
was now “hopeful” that the 


combination of a sharp drop in 
interest rates, the fall in the 
value of the pound and the 
recovery measures in the 
Autumn Statement was begin- 
ning to yield results. He said 
that businessment were now 
sounding more optimistic as 
Britain had positioned itself in 
a way. which held out better 
prospects for growth. 

Other ministers said yester- 
day the successful outcome of 
this weekend’s Edinburgh s um * 
mit would also support Mr 
Major's efforts to rebuild his 

authority after the disasters of 
the past few months. 

The prime minister was con- 
scious, however, that the gov- 
ernment needed to dispel the 
impression of drift in domestic 
policymaking. He was deter- 
mined that the central themes 
of the election manifesto - 
opportunity, choice and 
responsibility - were fully 
reflected in Whitehall decision- 
making. 

Two the the key elements in 
the New Year package will be 
a restructuring of the training 
and technical education avail- 
able to teenagers. The depart- 
ments of education and 
employment are to co-ordinate 
a rapid expansion of further 
education places and the exten- 
sion of training vouchers and 
vocational qualifications. 


Nissan forms links with 
component suppliers 


By Chris Tig he 

NISSAN, the Japanese 
carmaker, is strengthening its 
influence over the quality, cost 
and delivery time of compo- 
nents it purchases for its north 
of England plant by forging 
links with its suppliers. 

In a pilot project, Nissan has 
trained its suppliers’ purchas- 
ing staff in Its “partnership 
philosophy", so they can help 
their own suppliers cut costs. 

The initiative has led to Nis- 
san personnel visiting second- 
tier suppliers to work with 
them on improving assembly 
line organisation. 

“We’ve developed a partner- 
ship philosophy with our first 
tier suppliers; the intention is 
to develop that down through 
the sub-suppliers, * said Mr Bob 
Gray, purchasing manager at 


the company’s Sunderland 
plant which will next year 
make 270,000 Primeras and 
Micras. 

A report last month by Car- 
diff Business School, Cam- 
bridge University and Ander- 
sen Consulting highlighted an 
alarming, productivity and 
quality gap between UK and 
Japanese automotive compo- 
nents suppliers. Many Euro- 
pean suppliers, says Mr Gray, 
are not at present cost competi- 
tive with the Japanese. 

Nissan operates an “open 
book" system with suppliers, 
analysing their costs and pro- 
duction methods and agreeing 
says Mr Gray, a “fair and real- 
istic" profit 

It floated the idea of Us sec- 
ond tier supplier experiment 
earlier this year among nearly 
all its 195 European suppliers. 


Britain in brief 



Tube scheme 
delayed by 
funding split 

London Transport has dropped 
plans to announce a go-ahead 
for the long-awaited Jubilee 
Line extension to London's 
' Docklands today because there 
Is still no sign of an agreement 
with the private sector over 
the funding of the £1.8bn 
scheme. 

One London Transport 
source said negotiations over 
the private sector contribution 
were “completely and utterly 
bogged down in detail" and 
there was no longer any hope 
of an agreement this year. 


MPs seek 
Maxwell details 

A committee or MPs will this 
week step up efforts to help 
pensioners hit by the collapse 
of the Maxwell empire and is 
expected to express concern at 
the cost of unravelling the 
complex web of deals involving 
pension funds’ money. 

More pressure on banks and 
individuals who benefited from 
transactions with Mr Robert 
Maxwell in the last months 
before his death to is set to 
increase as the cross-party 
social security committee 
decides tomorrow who it wants 
to give evidence next year. 


CBI urges 
watchdog 

The Confederation for British 
Industry is calling for a sin gle 
regulator to supervise occupa- 
tional pension schemes, in its 
response to the government's 
Pension Law Review Commit- 
tee chaired by Professor Roy 
Goode. 

In a report to be published 
today, the CBI says that the 
key to the fotare security or 
occupational pension schemes 


lies in effective regulation and 
supervision. The CBI shares 
the view of the Prudential, the 
UK's largest life company, that 
this requires a single body 
responsible for supervision. 

The Goode committee was 
set np In the wake of the 
frauds at pension schemes 
associated with the late Mr 
Robert Maxwell. 


Concern at 
mortgage plan 

The government said it was 
concerned about a planned 
change in mortgage indemnity 
insurance that would make it 
difficult for owners of private 
fiats in a local authority blocks 
to sell their properties. 

The main mortgage indem- 
nity insurers are negotiating 
with lenders to tighten policies 
so that societies will normally 
be unable to get insurance for 
mortgages on former council 
flats which are in blocks above 
seven storeys in height 

The Department of the Envi- 
ronment said it was worried 
about the seven storey clause, 
put to lenders in a contract 
drawn up by four insurance 
companies. 


Rover to raise 
car prices 

Rover is to raise its new car 
prices by an average of 23 per 
cent across the range from 
December 21. 

The move by Rover to raise 
prices follows Ford’s 
announcement earlier this 
week that it would increase 
the prices of its UK-built 
Fiesta and Escort/ Orion cars 
by an average of 4.5 per cent 
Ford, along with other car 
makers that have recently 
raised prices such as Vauxhall 
and Volkswagen, have blamed 
the increase largely on the 
impact of the recent devalua- 
tion of sterling. 


Tags shelved 

The government has shelved 
plans to introduce electronic 
ta g gin g for offenders who are 
subject to curfew orders. Mr 
Michael Jack, Home Office 
minister, said that spending 
constraints meant the scheme 
could not proceed. 


UK will not 
publish first 
half figures 

By Emma Tucker 

THERE will be no 
comprehensive trade figures 
published for the UK in the 
first half of next year, as a 
result of changes to the single 
European market Figures will 
not be available for UK trade 
with the rest of the EC, 
accounting for more than 50 
per cent of the toteL 

The hlackout comes at a sen- 
sitive time for the economy, as 
the effects of sterling's devalu- 
ation begin to work through. 

Analysts expressed concern 
over the effects on sterling. 
“The more worried overseas 
Investors become in the 
absence of these vital statis- 
tics, the lower the pound will 
tend to settle," raid Mr Peter 
Spencer, chief economist at 
Kleinwort Benson. 

A new EC-wide system, 
Intrastat - is to be adopted by 
each of the 12 member states 
next month. Based on sales tax 
retains, it will replace the old 
method of collecting trade 
data based on customs declara- 
tions. Other EC members also 
expect a delay in the publica- 
tion of intra-EC trade figures, 
but the UK is the only one to 
have decided on a formal six 
months gap. 


Economics Notebook, Page 19 



The British are coming: French producers and retailers are 
preparing for increased demand from UK shoppers buying wine 


Retailers fear EC exodus 

Philip Rawstorne assesses the duty-free threat 


B RITAIN’S drink and 
tobacco retailers fear 
the European single 
market next month will start a 
cross-Channel shopping boom 
that will severly damage their 
businesses. 

Though present duty-free 
allowances will remain in 
force, limits on the amounts of 
beer, wine, spirits and ciga- 
rettes travellers can bring back 
from continental hypermarkets 
for personal consumption will 
be abolished on January l. 

Lower duties and taxes lev- 
ied on goods in France and 
other EC countries are expec- 
ted to tempt more UK shoppers 
across the Channel. 

Mr Peter Lewis, director of 
the Wines and. Spirits Associ- 
ation. says: “Some small trad- 
ers may be forced out of busi- 
ness before the government 
realises it is losing an unac- 
ceptable amount of revenue." 

The threat of large-scale 
commercial smuggling as Cus- 
toms formalities are with- 
drawn from Channel ports is 
also worrying retailers in 
England. 

Even under the present 
restrictions on personal duty- 
paid Imports - 1.5 litres of 
spirits, 50 litres of beer, and 
five litres of wine - it is esti- 
mated overseas liquor pur- 
chases total £350xn a year. 

Next year, each adult will be 


allowed to bring la up to 10 
litres of spirits, 90 litres of 
wine, 110 litres of beer, 200 
cigars and 800 cigarettes for 
personal use. 

Anyone bringing above those 
amounts into, the country must 
prove they are for personal use 
- but a family wedding, say, 
would be an acceptable reason 
for exceeding the levels. 

The changes will offer cross- 

Channel shoppers some tempt- 
ing bargains in spite of the 
recent sterling devaluation. A 
couple bringing back their foil 
liquor allowance would save 
£350 in tax after paying for the 
ferry crossing and a good meal 
in Boulogne, according to the 
Brewers’ Society. 

Some comparisons of retail 
prices suggest the savings 
could be much higher. In 
France a bottle of Morgon 
Beaujolais is little more than 
half the UK price; and a packet 
of 2Q cigarettes costs £1 less. 

Customs officials, however, 
believe few travellers will have 
the money to buy in bulk or 
the space in their cars and car- 
avans for more than a fraction 
of the allowance. 

The Treasury, which last 
year collected more than £llbn 
in duty on liquor and tobacco, 
forecasts losses of about £250m 
in excise revenue from cross- 
Channel buying next year. 

The brewing Industry pre- 


dicts the loss of revenue will be 
considerably higher. The Brew- 
ers’ Society calculates that 
£100m will be lost on beer 
imports alone. 

Nor do events on other bor- 
ders between high-tax and to* 1 
tax countries lend support to a 
sanguine view of prospects. 
Denmark's consumers buy 13 
per cent of their beer across 
the border in Germany; Cana- 
dian customers account for 25 
per cent of the turnover of US 
drinks retailers in border 
areas. 

Denmark bad already begun 
to reduce its drinks taxes to 
narrow the differential with 

Germany, but the UK govern- 
ment had rejected calls to pe? 
or cut duty. 

These worries about the 
impact of legal cross-Channel 
trade are compounded by the 
threat of a growth in smug- 
gling, especially of cigarettes. 

Germany already has prob- 
lems with smuggling from 
Poland. One in nine packets of 
cigarettes consumed in Can- 
ada, where a carton costs C$35 
more than in the US, is contra- 
band. The illegal market is 
worth C$L4bn a year. 

The UK tobacco industry has 
warned that the removal of 
Customs’ checks at the ports 
could open the doors to similar 
large-scale smuggling across 
Ehp Channel 



Fourteen of the world's twenty leading 
carriers rely on Unisys passenger and cargo 
reservations solutions to maximize revenue for 
every flight 

A. growing fleet of customers such 
as Northwest, Air france, Iberia, Lufthansa 
and United, depend on Unisys for bookings, 
departure control, operations scheduling, 
administration, and much more. 

like our 60,000 other customers, in all 
lines of business, recent arrivals Air Canada, 
Mexicana Airlines and TAFAir Portugal 
know us as a leader in providing mission- 
critical solutions for high-volume computing 
environments. 

In 100 countries our customers know that 
the quality of our solutions reflects the quality 



of our technology, the totality of our services, 
our specialist industry experience, and above 



We make it happen. 


ail, our commitment to the success of our 
customers - a commitment that lifts Unisys to 
the top of customer satisfaction surveys. 

So, whatever your business, call us and 
ask how Unisys can help your business gain 
altitude by putting your systems on solid ground. 
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THE WEEK AHEAD 


ECONOMICS 


RESULTS DUE 


Hints on UK recovery prospects 


THE LAST rush of UK figures 
for this year will provide fur- 
ther hints on whether the 
economy is emerging from 
recession. 

Another rise in the retail 
sales figures - out on Wednes- 
day - would aid to evidence 
that a recovery in consumer 
spending is underway. Expec- 
tations are for a 0J2 per cent 
increase on the month. 

The bad news will come with 
the unemployment figures on 
Thursday. Economists are fore- 
casting another big month on 
month rise. 

Most economists do not 
expect unemployment to stop 
rising until at least the end of 
next year. The very pessimistic 
do not see it peaking until 
1996. 

Thursday's unemployment 
figures will include the latest 
quarterly labour force survey 
which measures unemploy- 
ment through a household sur- 
vey rather than by adding up 
the total number of people 
claiming benefit - the method 
used to provide the monthly 
figures. Many argue that the 
labour force survey gives a 
more accurate picture of the 
Jobless total 

Other economic events this 
week follow. The figures in 
brackets are the median of 
economists forecasts from 
MMS International, a financial 
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Today: Spain, November con- 
sumer price index; France, 
November CPI (up 0.2 per cent 
on month, up 2.3 per cent on 
year); Japan, November trade 
balance (S7.7bn surplus). 
November wholesale price 
index (flat on month, down 1.3 
per cent on year); US, Q3 man- 
ufacturing final report. Presi- 
dent elect Bill Clinton holds 
economic s ummi t lasting two 
days in Arkansas; Belgium, EC 
finance ministerial meeting in 
Brussels. 

Tomorrow: UK, November 
CBI distributive trades survey 
released. November producer 
prices indices - output (up 0.2 
per cent on month, up 3.2 per 
cent on year), excluding food, 
drink and tobacco (up 2.4 per 


rent on year), input (up L2 per 
cent on month, up 3.1 per cent 
on year), October industrial 
production (down 0.1 per cent 
on year), October manufactur- 
ing output (down 0.1 per cent 

on month, up 0.3 per cent on 
year); Japan. October machine 
orders; US, October business 
inventories (flat), Q3 current 
account, Johnson Redbook 
December 12, auto sales Dec 
1-10 (&2m), truck sales Decem- 
ber 1-10; Canada, October man- 
ufacturing unfill ed orders 
(down 0.1 per rent on month). 

Wednesday: UK, November 
public sector borrowing 
requirement (£2.5bn), Novem- 
ber retail sales (up 0.2 per cent 
on month, up l per cent on 
year); US. November housing 
starts (1.25m), November build- 
ing permits, November indus- 
trial production (up 0.6 per 
cent), November capacity util- 
isation (78 l 9 per cent); Canada. 
November department store 
sales (up 1.5 per rent on year); 
Australia, October housing 
finance (up 3 per cent); Japan, 
October industrial production. 
EC commissioners visit Japan 
for trade talks. Lasting two 
days. 

Thursday: UK. November 
unemployment (up 35,000), 
October average earnings (up 
5.5 per rent on year). October 
unit wage costs (up 0.8 per rent 
on year), quarterly labour force 


survey; US, October merchan- 
dise trade (-$8.1 bn), October 
merchandise exports ($37.6bn), 
imports ($46.0bn), December 
Philadelphia Fed Index, money 
supply data for week ended 
December 7, initial claims for 
week ended December 7 
(345,000), state benefits for 
week ended November 28; Can- 
ada, October merchandise 
exports (up 1 per cent on 
month), imports (flat on 

month), October merchandise 
trade surplus (C$600m), Octo- 
ber wage settlement increases 
(up 2.7 per cent); Australia, 
October export prices. 

Friday: UK, November build- 
ing society net new commit- 
ments, December CBI indus- 
trial trends survey, November 
M4 (up 0.4 per cent on month, 
up 5.4 per rent on year), Q3 
balance of payments (£2.9bn 
deficit); France, October indus- 
trial production (down 0-2 per 
cent); Germany, final Maas- 
tricht ratification. 

During the week: Germany, 
October capital account, Octo- 
ber long-term capital account, 
November wholesale price 
index (fiat), November PP1 
west (flat on month, up 0.6 per 
cent on year); Italy, November 
hourly earnings (up 4.1 per 
cent), October PPI (up 23 per 
rent on the year). 

Emma Tucker 


AS DA, the grocery chain, 
announces its Interim 
results on Friday and is 
forecast to increase pre-tax 
profits from £10.1m to 
between £30m and £40m, 
with most estimates around 
the £35m mark. 

Analysts expect the 
improvement to be due to 
the reduction in debt and 
increase in interest 
receivable thanks to Asda's 
£350m rights issue last year, 
rather than an improvement 
in trading. The operating 
profit is expected to be little 
changed. The considerable 
efforts of the new 
management team led by 
Mr Archie Norman wifi 
take a while longer to pay 

UK COMPANIES 
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H P Bulmer Holdings, the 
premium cider and drinks 
group, rs set on Wednesday 
for a 20 per cent jump In 
pre-tax profits in the six 
months to October 31. 
Analysts put interim profits 
at about £1Q.7m compared 
with £9. 07m last year, with 
the dividend likely to be 
increased 10 per cent to 
3.8p (3.45p). 

Devenlsh, the west 
country pub retailer, is 
expected to report a 16 per 
cent rise in full year pre-tax 
profits to £13.3m on 
Thursday. Pubs suffered 
from poor tourist trade In 
the first half but the second 
half has been helped by 


acquisitions. 

Tiphook. the trailer and 
container rental group, is 
expected to report today a 
decline in interim pre-tax 
profits to around £35m from 
£39J2m. Slower economies 
across Europe have taken 
their toil. However, the 
group is likely to lift Its 
dividend by about 10 per 
cent from 4.4p a share a 
year earlier. 

Southern Bectric is 
reporting its delayed Interim 
figures tomorrow. It had 
postponed them until after 
Its chairman had testified 
to the House of Commons 
on coal. Its pre-tax profits 
are likely to rise by about 
30 per cent to around £18m. 


Dally Mail and General 
Trust should unveil on 
Wednesday a modest 
increase in full year profits 
to around £50m from 
£47.7m. Advertising markets 
have been weak, 
particularly for the Evening 
Standard's classified jobs. 

Electronic Data 
Processing, the computer 
services supplier, is 
expected to report today full 
year profits of about £4.8m. 
up only modestly from £4. 1m 
a year earlier. 

Ferranti International, the 
electronics group brought 
to its knees by its disastrous 
acquisition of ISC in the US, 
reports Interim results 
tomorrow. 
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PARLIAMENTARY DIARY 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Commons: Debate on the 
Christmas adjournment 
Consolidated fund bill, all 
stages, followed by alt 
night session of backbench 
debate*. 

Lords: Debate on EC 
report on pension funds. 
Banking Co-ordinabon 
(second council directive) 
regulations. Education 
support grant regulations. 
Transport and works 
(description of works 
interfering with navigation) 
order. Transport and 
works (guided transport 
modes) order. Road traffic 
regulations Act 
(amendment) order. 

Debate on Southern Africa. 
Committees: Employment. 
Subject Employment 
consequences of British 
Coal's proposed 
programme of pit closures. 
Witness: Mr Neil Clarke, 
chairman, British Coal 
corporation, 4.15pm.Publfc 


Accounts. Subject Welsh 
Development Agency, 
accounts 1991-92. 
Witnesses: Sir Richard 
Lloyd Jones, permanent 
secretary, Welsh Office; 

Mr Philip Head, chief 
executive and Dr Gwyn 
Jones, chairman, Welsh 
Development Agency, 
4.30pm. 

■ TOMORROW: 

Commons: Education Bill, 
timetable motion. Civil 
service (management 
functions) bill, remaining 
stages. 

Lords: British Coal and 
British Rail (transfer 
proposals) bill, report 
stage. Copyright (computer 
programs) regulations. 
Armenia and 
Nagorno-Karabakh. 
Committees: National 
heritage. Subject: Privacy 
and media Intrusion. 
Witness: Mr Patrick 
Shervlngton, 10.15am. 
Trade and industry. 


Subject: British energy 
policy and the market for 
coal. Witnesses: British 
Coal and Mr Michael 
Heseltme. trade and 
Industry secretary, 4pm. 

■ WEDNESDAY 
Commons: Prisoners and 
criminal proceedings 
(Scotland) bill, remaining 
stages. Environmental 
information regulation* 
Lords: Debates on 
overseas aid, 
unemployment and 
housing and the Bank of 
England and price stability. 
Committees: Environment 
Subject Forestry and the 
environment Witnesses: 
English nature, the 
Institute of Chartered 
Foresters, 9.15am. Foreign 
affairs. Subject Europe 
after Maastricht 
Witnesses: Professor 
Helen Wallace and Mr 
Martin Howe, 10.30am. 
Home Affairs. Subject: 
Policing. Witness: Sir Peter 


Imbert Metropolitan police 
commissioner, 10.45am. 
Defence. Subject UK 
peacekeeping and 
intervention forces: Royal 
Marines. Witnesses: 
Ministry of Defence 
officials, 11.15am. 
Transport Subject:Future 
of the railways. 
Witnesses:Local authority 
associations, PTE group. 
Railway Line Users Group, 
Cotswold Promotion 
Group, Friends of the 
Settie-Carilsle line and the 
Southend-on-Sea Railway 
Travellers Association, 
11am. Welsh Affairs. 
Subject The use of 
treatment 

centres.Wltnesses: East 
Dyfed Health Authority, 
11.30am. Education. 
Subject School 
Inspection* Witness: 
Professor Stewart 
Sutherland, Her Majesty's 
Chief Inspector of Schools. 
4.15pm. Employment 


Subject Employment 
consequences of British 
Coal's proposed 
programme of pit closure* 
Witness: Mr Michael 
He se I tine, trade and 
industry secretary, 4.15pm. 
Health. Subject London 
Health Service. Witness. 
Sir Bernard Tomlinson, 

4. 15pm. Tran sport Subject 
Future of the railways. 
Witnesses: Trade Unions 
(RMT, ASLEF, TSSA). CBI. 
5pm. 

■ THURSDAY 
Commons: Short 
backbench debates. 

Lords: Crown proceedings 
(Armed forces) bill, third 
reading. Mink keeping 
order. Package travel, 
package holidays and 
package tour regulations. 
Aircraft and shipbuilding 
industries (repeals) 
(Northern Ireland) order. 
Firearms (Northern 
Ireland] order 
(amendment) regulations. 


■TODAY 
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Rtg. Rate Nta. 1995 £26450 
Brunswick Sail 


19% GfeL Ln. 2D06 CeXLD 
Dans $0.40 

Radi Sari’ Sac. Rtg. Rota Nta. 
i960 5200056 
ford Motor SOQ2 
FPL 90.61 

Gan. Mom Aocaptenca Cotp. of 
Can. lOJfS Nta Doe. 1992010375 
Hantki Gold Mlnre CS0.10 
bvvafflors Cap. TaL Afefe Cm. PL 
£1-8375 

Johnston Grp. 225p 

KaPmaY 45 

King & 8hmcnrv4p 

Do. *5% Cm. Pt* PL t.75p 

Da 5% Cm. 2nd PI. l.75p 

Kobo Stool Y3 

Untated 50.07 

Loolataaa Land 4 Exptn. 9025 
lAdtand Sank Und. Rp* Rate Prim, 
(tap. Nta. (Sor.3) 921720 
Murray Spur Cap- Tsl *3p 
«C 5J5*b 8(L 2000 Y148222J3 


Weds Fargo FRg. Rate Sb. Nta. 1994 
SI 32.71 


Y144667.0 

Waitawg (S.a) &25p 


Pamtfcfc Praam (nLPte.mCv.Sta. 
BdL 1996 S35.0 
Pnooft SO. 73 

Ragtay Gtd. Rtg. Rate Nta. JWI.1OT 
S131S8-68 

Royal Bank of Scot. Und. FUg. Rate 
Pmn. Cap. tea. 922&40 
SL Jamaa'a naoa Cap. L5p 
Saagram S0L14 
Thomson 90.113 
Tbomioa Oriental loe 90.35 
Trams 9a 17 
TRW 90.45 

Wd. Btactete 6% Db '93/98 £40 
Wtagon KndL Cv. P®. PL*925p 


Brittah Gas 6^4p 
Cambridga Grp- rR0.4&p 
anmterlfn & HUI ].75p 
Cfttoorp O'sasfc Rn. GtaL Fit* Rata 
Nta. 1904919.17 
Loeds PamaiMAt Bd* Soctaty 
Rt* Roll Nta.' 1999 003.02 
Lloyds Bank Ser.C Vtar. Rates* 
Nta, 1996 £316. V4 

Santander Ril ksauaaeea StaL Und. 
Var. Rata Nta. SM88L2B 
Scotland Iks. Fte. 14V% GtaL Fxdf 
Fltff. Rata Nts. 1996 526.09 
Sotheby's Hklga. dare A LlmfVt* 
90.15 

Sowhaaffl Banking Rl* Rata Sb. 
NtS. 1996 526096 
TDK Y25 


T't , ; ' \ J r _V □ 


Cambridge Water 55p 

QU3 27J25p 

GUS A 27.260 

GR (Hktas) Mtp 

Japan Atalfnre OSH Bd. 1909 

Y14666T.Q 

Da 07% B<L 2002 Y152DOO.O 
Keystone kw.-lOp 


Mercury Asret MngmL 3p 
NBC 5.7% Bd. 2002 V15200U 
PRzer SQ37 
Pmdbig l.7p 

S«tdorEn*9^KUn Lm 1994/ 

99 £49673 • 

Scsnbomo Chsntacal SJB% 8d. 190P 


Amber Day 2p 
American int 50.14 
Bartowa 0.82SD 

East Rand Gold A Uranium R0 l 20 
Fraa State Com QoktRI.05 
Gu MatrepoWate 10J75K Ob. 
Dec. 1995 CS 10676 
Gan. Motors Acceptance Gorp. of 
Can. 9*2% Nta. Oaa 1996C59GL0 
Global Gro. OJZp 
(■4AC Australia (Fin) 10% Hm. 
W12/9S AS100.0 

HUkyuBLOM BdL 2002 Y147V7B.0 
Italian teL Bet* Sb. FU* Rato Nta. 
19965219^2 

Japan Alrlfoaa BW GtaL Bd. 1906 

Kansal Bv± Nta. 1996 
CS87.60 

Lawson Mardon Gan A Sb. Vt* 
C50.10 

Matayala Mining MP.02 


Rate Nta. 2000 E314A 
Nora* 2p 

Orange Free State RZ73 . 
OririreJ mL TsL 2p 
Portwpuft & Sunderland News. 
2Mp 

PnadMtai Funding 6.20% Nta. 
DOC.1990 C582JS0 
Sydkraft Nta. Oac. 1992 
DKr 197*0 

Tokyo QtcL Power tS% Nta. 1996 

YB0000.0 . 

V1R22p 


Wetkam Gold R0 l 7Q 
Watsh Incfl. tev. Tbl 47p 
Yaauda TaL 5 Banking Rtg. Rate 
Gtd. Nta. 20003116.01 
Young 5 Cols Brewery A 7p 
Do.NARg.7p 




Barcf a ya Bank Fin. (Jersey) 

Sen. Dep. Nta. 199651002.90 
CNA Oatto R0.T3 

CSR Fin. 7h% Gtd. Bd. 1995 S3RL0 
BteorHmpon Bonk ol Japan 8 * 2 % 
Gtd. Bd. 1997C585JM) 

Forte 7^ % Nta. 1996 5775.0 
Fujitsu 7Ji % Bd. 1997 YI57B0D4 
HUnchl OredH 7>|% 8ts- 1996 
S71^5 

MtavW Lynch 12.125% Nta. 1994 
5121 JS 


Bk» Gtreta teds. Cap. 1012 % Cv. 
Cap. Bd. 2006 G26260 
Burmafi Costrol Cap. (Jersey) 9*2 % 
Cv. Cv- Bd. 2006 C4740 
Dahaa tart. Hil (Cayman) 7^75% 

Sb. Bd. 200667021 SB 

Essex Water 312 % hrp- 0* £1.75 

Do. 4% Parp. Ob. £24 

Do. 5% Parjx Db. G.9 

DO. 7l|% Db. 1991/99 CX675 

Oo.6%Db. l99t/93 C4.0 

Oo 10% OD, 1992/94 £5-0 

Do. 10^2% Ob. 1994/96 C&25 

Mount Cbariotia 101* % T9I Mtg. 

Obi 2014 £61375 
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CONFERENCES & EXHIBITIONS 


JANUARY 11 1993 
Mental HeaHh At Work 
Conference 

Sponsored by (be Department of Health, 
tins conf eren c e Is aimed at chief o e cntkta , 
person ekI managers, occ upa tional health 
professionals and health and safety 
representative? and wffl present the busmcre 
case far corpo ra te mental health policies. 
Contact Professional Bricfings- 
Td: 071-2338322. 

LONDON 


JANUARY 25 1993 
City Of London Central 
Banking Confere n ce 
Central Bankers, inve stment bankers and 
authoritative analysts examine issues 
made even more compel! big by the events 
of Autamo 1992 at a conference 
sponsored by Central Banking, N M 
Rothschild and Cltyforam with the 
support of the World Gold Council. 
Information ftom : Mate Lee. 

Tel: 0225-466744. Fas 0225-4425(0. 

LONDON 


JANUARY 26 1993 
Pensions -Hie Strategic 
Issues Roundtable 
Finance directors, personnel chiefs, 
penskus business leaders and patitirians 
discuss sofatkm3 to the vital longer term 
problems in the British Pens tons scene. 
Sponsored by City fo r iim , Pomoas World, 
Oppcnhcimcr Caphnl and EBS, 
Infon na tkm from: Lindsey Nefl. 

Tcfc 0225-466744. Fite: 0225-442903. 

LONDON 


JANUARY 27 1993 
Latin American Inte gra tk ati 
Confermce 

Sponsored by Housa 4Ad the EC 

Commission thta conference loots at the 
impact of integration initiatives on the 
countries and rcgjoos of Lalb America and 
at the prospects for European industry and 
Ounce. An impressive panel ooqtributc. 
Information from Lindsey NeiL 
Tel: 0225-466744. Pn 0225-442903. 

LONDON 

wwnimi —a— n^ipn— — — nnn 

JANUARY 271993 
Making It Happen 

The ability to manage complex change 
programmes k ntw mopiiacd f fftr key ft? 


The one-day conference led by Wendy 
PritJml, nniquely betep together pMm^pi 
of senior eiccoiivcs and axnultads who have 
worked together to ovate business success. 
Details: Mrs Jo Matnee, Strategic 
Planning Society. Tel: 071-636 7737. 

LONDON 


FEBRUARY 18 1993 
rr Investment Appraisal 

This one day conference is devoted to 
innauvfcjg o a pp rate peribnn a acc hi the afol 
area of fT investment arafaisri. The event 
chaws oh the practical experienc e of m my» 
from leading organisations, and reviews a 
variety of the bresr methods and tools. 
Contact Business I ntcOrgcDoe. 

Tcfc 081-544 1830, Fta OBI-544 9020. 

LONDON 


FEBRUARY 22 1993 
London Motor Conference 

The conference will look at (be challenges 
and opportunities racing the European 
motor manufacturing and components 
industry and review developments in 
distribution and franchising. 

Enquiries: Financial Times. 

Tel: 071-814 9770. 

Fax: 071-873 J975/3969. 

L ONDON 


FEBRUARY 22 & 23 1993 
Acquiring In Europe 

The essential annual conference for 
anyone considering a European 
acquisition. Leading experts guide you 
through the MAA maze, covering both 
technical and practical aspects of 
■cqniring Id Europe. Competition is 
fierce and up-to-date information is 
essential Not to be missed! 

Contact: Acq uisitio ns Monthly. 

Tel: 071823 874* Fax: 071 581 4331. 

LONDON 

FEBRUARY 23 & 24 1993 
Cable & Satellite Broadcasting 

This ye ar 's meeting will assess how multi- 
channel television delivered by cable & 
satellite is continuing to expand, ihe 
onward march of television choice f«ir 
viewers and the business opportunities 
opening up. 

Enquiries: F inancia l Times. 

Tel: 071-814 977* 

Fax: 071-873 5975/3969. 

L ONDON 

ixna^wrif rap» — iwin •• 4^1 

MARCH 1 1993 

Monks’ Board Pay Workshop 

The remuneration committees task is 
becoming more demanding. Under the 
chairman s hip of Sir John Cuckncy, ihe 
workshop will examine the issues 
associated with performance target*, 
setting and disclosing board pay. and 
kmger-teim incentives In the l Wi£; 
Enquiries: Simon Rodwctl. Monk* 
Partnership. Tel: (0371 ) S30W. 

LONDON 

■—■—as— i—wra— i s ii i Y* • . . 

MARCH 2 & 3 1993 
European Transport In The 90s 

The conference will examine a bruad 
range of policy femes for Jibcrjlmng and 
harmonising transport in Europe. 
Anandng mfrasttucture Imprnv^nKMs and 
the development uf pan-kuropcun 
integrated transport systems. 

Enquiries: Founds! Times. 

TfcL 071-814 9770. 

Fhx: 07I-S73 397OT969. 
IAJNDON 

mi — i «»*■«- *«.«. -r ■ , ... «. 

MARCH 8 & 9 1993 
World Pharmaceuticals 

The conference will consider the 
challenges facing pharmaeeuti\.al 
manufacturers in a changing economic 
ctuoaie, bow the Industry Is responding ig 
thn need to balance ethics with huMiicu 
interests and to win both political .m.j 
public confidence. 

Enquiries: Financial Times. 

Teh 071-814 9770. 

Fax: D7I-S73 J97.V3W. 

LONDON 


MARCH 15 & 16 1993 
The European Water Industry ■ 

This high-level forum will Kook at long- 
term prospects for the industry, 
environmental legislation and the cost 
of raining standards. Russian and 
Basicrn Furopcan approaches to water 
management will be amused as well as 
financing future industry investment, 
[inquiries: Financial Times. 

Tel: U7I-K14 077* 

Fax: H71-873 ynSfrW. 

LONDON 




NOVEMBER 4 1993 
Taking Your Business Into 
Franchising 

Potential franchisors sfexiVI attend this Stay 
Hayward Fra nchis in g Services seminar which 
looks at expanding a business through 
franchising. Sessions cover the franchise 
mariurt setting up a pBoi o pcftai o ncdevdupiqg 
the franchise package: the legal agreement: 
and the rule of the tarts. Enquiries: Amanda 
Griggs. Scoy Hayward Ranchisuig Services 
Tel: 071-466 5886. Fax: 071-467 3686. 

LONDON 


INTERNATIONAL 


JANUARY 27 & 28 
Sirter + S uter Pharma 
Symposium *93 

"Turning Strategy into Reality”. The 
symposium ineludcA speeches, workshops 
and vfeits to phaima companies in Basel. 
For a full conference piogiauimc, pkasc 
coniaci: Suter + Suter Pharma, Mr- Rolf 
Ijttihi or Mr. Marcel Hug, P.O. Box 632, 
01-40 in Basel. Phone: 44161275 7575. 
Fax: t4| 61 275 74 74. 

BASEL 

— j p pp-raWMWWI— 
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FEBRUARY 10 & 111993 
Europe - The Way Forward 

The aim nf die Forum is to look at growth 
pronpcciA in Europe, the framework for 
economic and monetary policies, as well 
a* trade and competition policies and the 
jndn-Jibi challenges and strat e gi c s. 
Hnquiriw Financial lime*. 

Tel: H71 4114 47711. 

Fa.*- xm-wnyrnryw). 

FEBRUARYlT 
The Russian 03 Mustry: 

Fbraigrt Investment Opportunities 
Convened by The Centre For Foreign 
Investment A Privatisation, Moscow. 
Petroleum Intelligence Weekly and The 
Royal Institute of Inter national Affaire. 
SfimutrciJ hy Bankers Trntf Company. KNV. 
Prii/i Wj(crh<iw and Shell InicnutionaJ. 
Knquirie^: RII A Conferenees. 

Tel U7l-45757na Fax: 071-W5710 

MOSCOW 

■ . A ... M. .A.nn iww ■ "Nl 
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FEBRUARY 11-12 1993 
6th International Bank Card 
Conference 

7o.<.T , ii¥. I’m with the i Twigin^ Carif»j4Jcj^. 
Find nut how cardholder behaviour is 
i tanking: feAvorecarifeiiKBandimwboni 
it in mg? Topics include; hank va. unn- 
hank .'axd isweft, fraud and risk man^emenL 
Spcnkus from GM, GB, Vka ImenuttonaL 
Ouiljri- Catherine O'Reilly, l^fferty 
CftfilWcrHca. Tel: t+353 IJ7IR022. 

015! I)713W. 

FRANKFURT 


TO ADVERTISE IN THIS SECTION PLEASE CALL AtlSON PRISON 071 407 5752 
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BUSINESS TRAVEL 


CLUB CLASS, 

First Class. Economy. 
Discount fares experts. 

Richmond Travel 
08 1-332 2288. 

ABTA 521 5 1 - 1ATA. 


Is your Company 
seeking to reach Frequent 
Business Travellers, 

In a derision 
making environment. 
The Financial Times is 
Europes Business 
Newspaper. 

To Advertise in this Section 
call Scott Caisley on 
071-407 5751 


LEGAL NOTICES 


NOTICE OF APPOMMENT OF JOWT 
ADUMISTBAT1VE RECOVERS 
Bw taWwta 
COTOBP HOUSE GBOUP PLC 
RagMved Niiitaer. 23GG57J 

Trwteg namr <Mad House Cdfega 

Trade Jiimtarnnnn Dutton B (41 j 

Nomea aid adetessus Joint MiMaate Recofcr- 

ert 

Vhtin Mtvrey Btastoi AM Stater Cooper, 

Robson Rhodes. Robson flhodas, 
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Nanira of dtorps Oebenta over tvs tad and 
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London London 
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1989 end mOdobcv 1K9 
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FINANCIAL TIMES 
NEWSLETTERS 


On Monday 21 December 1992 
Financial Times Newsletters move to: 


126 Jermyn Street 
London SW1Y 4UJ 
Telephone: +44-(0)71-411 4414 
Telex: 296926 BUSINF G 
Fax: +44-(0)71-411 4415 


Financial Tunes Newsletters produces thirty six specialist titles in the 
fields of Finance, Energy, Eastern Europe, insurance. Law, Pharmaceuticals, 
New Technology, Telecommunications, ^ International; Markets and Media. 

For a free catalogue contact Max Percy at the address above. 
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Monday December 14 1992 


THE- PULP and paper industry 
Is going through the shredder. 
Last year it presumed' that 
prices bad plumbed the bot- 
tom. It was mistaken. The 
downturn has been deeper and 
more prolonged than expected. 
For most groups, margins, 
prices and profits are still spi- 
ralling downward. 

The main challenge facing 
the sector is not lack of 
demand. For most grades that 
continues to rise. The affliction 
besetting the industry is 
self-inflicted - overcapacity: 
The question is whether this is- 
a normal part of the paper 
cycle, or a fundamental struc- 
tural change. 

The immediate cause of the 
overcapacity is all too familiar, 
says Dr Jan Remind, director 
general of the Swedish pulp 
and paper association. "The 
good years of the late 1980s 
stimulated overinvestment" 

With supply outstripping 
demand, operating rates have 
fallen sharply, and with them 
prices, margins and profits. For 
some grades of paps 1 , prices 
have fallen by as much as 40 
per cent over the past two 
years. 

The collapse In profitability, 
has been global. Sweden’s for- 
estry companies expect to 
make a collective loss this year 
of .SKriSbn (£193m), compared 
with a profit only two years 
ago of SKrl2bn. 

In the US, earnings at Inter- 
national Paper, the world’s 
largest paper company, fell 
during the second and third 
quarters this year. Meanwhile, 
In Japan, Jiyo, the Ehird-rank- 
ing company, and Sanyo-Koku- 
saku, fifth-ranked, reported 
sharp profit Mis of 49 per cent 
and 68 per cent respectively for 
the last -financial year. 

The plight of paper groups 
has been aggravated this year 
by turmoil in the currency 
markets. European commodity 
manufacturers suffered partic- 
ularly from the depreciation of 
the dollar. Canadian and US 
manufacturers, faced with' poor 
domestic demand, took advan- 
tage of the doUais' weakness to 
boost imports into Europe, 
intensifying problems there. 

"Many European producers^ 
have been hurt as much by the 
dollar as overcapacity," says 
Mr Stephen Zinger, managing 


director of European paper and 
packaging at Chase Manhattan 
Bank. 

Scandinavian groups have 
particnteriy su ffe red from fluc- 
tuating ^currencies. The deci- 
sion to float the Finnish 
markka last September gave a 
significant pash for paper 
groups there, but placed , the 
Swedes at a meaningful disad- 
vantage. There was near panic 
among Swedish producers 
until the Swedish Krona was 
also devalued In November. 

The benefits of devaluation 
were initially considerable. "It 
was manna from heaven. It 
added io per cent to IS per cent 
to turnover overnight," says 
Mr ftfogpi* St Chase Manhattan. 

He explains that hardly any 
of the Scandinavians’ costs - 
mostly energy and wood - are 
dollardenominated, so little 
currency- related inflation is 
imported. Meanwhile, revenues 
from Swedish-based plants 
increased immediately, both 
through currency translation 
and added volume through 
more attcactive pricing. 

However, in the medium- 
term, the benefits are lees 
clear. As exchange-rate bene- 
fits work their way. through- 
customers expect some to be 
passed on to them, driving 
prices down even farther for 
the rest of the Industry, says 
Mr Denis Christie, paper and 
pulp analyst at James CapeL In 
addition, Che acquisition binge 
by Finnish and Swedish groups 
on the continent, during the 
late 1980s, has meant devalua- 
tions benefit them less than 
before. 

Falling prices and the cost of 
expansion during the late 1960s 
- both of capacity and acquisi- 
tions - have left their mark on 
paper companies’ balance 
sheets. With a few exceptions, 
such as KNP of the Nether- 
lands and Aijo Wiggins Apple- 
ton, the Franco-Brttish group, 
paper companies’ bajabce 
sheets are overstretched 

"Many groups in Scandina- 
via have debts greater than 
their turnover, ".admits Mr 
Timo TerSs, senior vice-presi- 
dent of market; research and 
planning at Finncell, the Finn- 
ish pulp marketing organisa- 
tion. Mr Thomas Nysten, man- 
aging director of the Finnish 
paper marketing body FJnn- 
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A self-inflicted wound 

■ 

The collapse in profitability has been global, as recession and 
overcapacity cloud the industries, writes Paul Abrahams 


.pap, says Finnish groups are in 
'more serious financial difficul- 
ties than those in other coun- 
tries, because their capital 
structures are weaker. 

Mioet are now looking to.cut 
their environmental capital 
spending. The Swedish, pulp 
and paper association reckons 
Sweetish companies have spent 
SKrGObu on the environment 
since 1987. "We are in a posi- 
tion to slow down our environ- 
mental expenditure.- and that 
Just suits us fine at the 
moment,” says Mr Bo Berg- 
gren, chief executive of Stora, 
Europe's largest paper group. 

Other costs are also under 
attack. In the UK, four plants 
have been closed and 1^00 jobs 


lost during the last 12 months, 
according to the UK-based Pulp 
and Paper Information Centre. 

Meanwhile, Scan dina vian 
and north American groups 
have launched fierce cost-cut- 
ting exercises, including job 
losses, which Dutch and Ger- 
man companies have so far 
been unable to emulate. 

Dr JRemrOd, at the Swedish 
pulp ami paper association, esti- 
mates that the Swedish indus- 
try has cut its workforce by 30 
per cent - some 200.000 
employees - in the past three 
years. Stora, Europe's largest 
paper group, has reduced the 
number of its employees from 
45,000 to 39X00, and says more 
Job losses are on the way. Mr 



Bemt Lfif, chief executive of 
MoDo, the Swedish paper 
group, laments: "We are closing 
mills that in three to five years 
time would be competitive." 

However, it is far from clear 
whether such cost-cutting wifi 
be enough to let Nordic pro- 
ducers compete in the 
long-term with low-cost manu- 
facturers in South America 
and Asia. Higher wages, trans- 
port and energy costs and the 
simple problem that trees in 
Scandinavian countries only 
grow 1Q0 days a year, com- 
pared with 365 in Brazil, all 
work to the Scandinavians' dis- 
advantage. 

The flight by European com- 
panies from pulp and commod- 


ity grades to added-value 
papers has not been altogether 
successful The rush into a 
number of fast-growing niche 
markets, such as coated wood- 
free, has merely nhfflaH overca- 
pacity down the product chain. 

Shortage of cash has brought 
the heady acquisition activity 
of the late 1980s to an almost 
complete standstill The only 
significant exceptions during 
the last 12 months included the 
DM400m (£166m) purchase in 
May of 90 per cent of Hannover 
Papier, one of Germany's lead- 
ing producers of coated wood- 
free paper, by Sappi, the South 
African pulp and paper com- 
pany. International Paper also 
acquired an 80 per cent stake 


in Kwidzyn Pulp and Paper 
Company, Poland's largest 
paper group, for Sl20m. 

in spite of the paucity of 
acquisition activity, a consoli- 
dation process is inevitable, 
according to Mr Sverker Mar- 
tin-Lot chief executive of SCA. 
He says weak balance sheets 
will force groups together to 
allow them to cut costs. The 
most likely route for the pres- 
ent is through mergers rather 
than acquisitions. 

"Given the premium needed 
to purchase paper companies 
at the moment, it's nearly 
Impossible to put together any 
acquisition, of substantial size." 
says Mr Michael Bottenhelm, a 
managing director at Lazards, 
the merchant bankers. 

In Japan. Jujo Paper and 
Sanyo-Kokusaku Pulp, two 
leading Japanese paper produc- 
ers led the way in July when 
they merged to create the 
country's largest papermakcr. 
And last month the Dutch 
groups, KNP, VUG and Bilhr- 
mann-Tetterode, announced 
their intention to create 
Europe's second-largest paper 
and packaging group. Further 
mergers in Scandinavia are 
likely in the coming years. 

The main banking require- 
ments will be for debt refinanc- 
ing. Many companies need to 
refinance next year, but will 
have to renegotiate on the 
basis of poor 1992 results. 
Refunding will unhappily coin- 
cide with the bottom of the 
cycle. It is a brave bank at the 
moment that wants to increase 
its investment in the paper 
industry. 

Nordic groups arc freed with 
the steepest refinancing chal- 
lenge. Given the reluctance of 
international banks to finance 
paper groups, they would nor- 
mally fall back on their domes- 
tic counterparts. But the Scan- 
dinavian banking system is in 
crisis. 

Many paper companies are 
now loolting at project finance 
which can be carried off-bal- 
ance sheet. An alternative 
would be to try to access other 
European equity markets, if 
only paper companies can con- 
vince investors of their longer- 
term prospects. 

The outlook for the Industry 
Is so uncertain that most 
groups have stopped offering 
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prophesies. Most executives 
have been repeatedly guilty of 
wishful thinking. Mr Bcrggren, 
at Stora, says: “We have been 
wrong so many times, we have 
given up trying to predict. But 
there are no signs of improve- 
ment.” 

Mr Martin-Ldf, at SCA, 
believes this downturn is lon- 
ger and deeper than others. 
The overcapacity, in some 
grades, could last until the late 
1990s, he says. 

Nearly every paper company 
reckons it will become a 
money making machine - just 
as soon as the recovery comes. 
The problem is that nobody 
knows when the recovery will 
arrive. 


Can you boost 
production 

and use up less 

■ 


raw material? 


Id the United States each ton of recycled paper saves' an estimated 
seventeen trees, 20,000 liters of water and over 1,000 liters of oiL And 

because the paper isn't discarded - three cubic meters of unrequited 

■ 

landfill space. U.S. papermaken are committed to reusing 40% 


of all scrap paper by 1995 and demanding a 66% recovery rate for old 
corrugated containers. 

That’s why Inland Container Corporation, a leading producer of 100% recycled 
Hnerboard, recently commissioned ABB Process Automation to deliver a single 

integrated system to control the mill's entire production line at its Ontario, 

■ 

California paper mill. From pulping operations to paper production, ABB is 

■ 

helping Inland produce consistently high quality products at a lower overall 
cost, while setting the standard for environmentally sound paper production. 
We are also pre-eminent in pulp and paper drives, and serve the industry with 
power boilers, electrical transformers and switchgear^ chemical recovery units 
and air pollution control devices. As a leader in electrical engineering 
for industry and transportation, and in the generation, transmission and 

distribution of power; ABB is committed to industrial and ecological 

■ 

efficiency worldwide. We transfer this knowledge across borders with ease. 


But in each country, ABB local operations are 


ized and flexible. 


, you can. That means we axe close at hand to' help our customers respond swiftly and 

v 

sorely to, technological challenges which stretch the limits of the possible. 
Like making better paper while using less forest 


ABB Asm Brown Bowri Ltd* fcaufcr SarvtoM C«nt«*; RO. Box 822, CH-80S1 Zurich 
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PULP AND PAPER 2 


The green conundrum 


THE “green" challenge facing 
the pulp and paper industry is 
not just creating demands for 
cleaner higher-quality prod- 
ucts, but it is also beginning to 
disrupt many of the previously- 
accepted economic patterns in 
the industry. 

As a result of the more wide- 
spread use of waste papers 
throughout the developed 
world, the industry's centre of 
gravity is slowly shifting from 
the virgin forests of the Nordic 
countries and Canada towards 
the more highly populated 
“urban forests” of central 
Europe and the US. 

There is a limit to this pro- 
cess, because the recycling 
loop can never be entirely 
closed; there will always be a 
need for the input of fresh vir- 
gin pulps to strengthen the 
fibre content of paper products. 
But the trend is clear and 
unmistakeable. 

According to a recent Finan- 
cial Times Management 
Report, the amount of waste 
paper recovered and re-used to 
produce more paper rose from 
60m tonnes in 1985 to almost 
84m tonnes by 1990. It is fore- 
cast to climb to 150m tonnes by 
the end of the decade. 

Its growing utilisation has 
begun to change the entire eco- 
nomics of paper production in 
many countries, as manufactur- 
ers Bud it more cost-effective to 
build new plants near the cen- 
tres of waste paper supply. The 
UK is a prime example. 

Throughout the 1960s and 
1970s, the strength of the Brit- 
ish paper industry was sapped 
by labour unrest, high produc- 
tion costs and the awkward 
pressures caused by its depen- 
dence on pulp imports bought 
directly from rival Scandina- 
vian companies, which pro- 
duced both raw pulp and fin- 
ished paper products. 

But the indigenous UK man- 
ufacturing industry was 
largely “saved" by switching to 
the use of cheap raw materials. 


in the form of newspapers col- 
lected from the UK’s centres of 
population. The industry's util- 
isation rate (defined as the 
amount of waste paper re-used 
in production) now stands at 60 
per cent - one of the highest 
in Europe - although its eco- 
nomics have recently been 
threatened, as a result of the 
falling European prices for 
waste paper caused by a glut of 
supply stemming from manda- 
tory recycling schemes in Ger- 
many. The paper industry in 
Germany is now in the process 
of building four paper mills to 
soak up this excess supply, fur- 
ther emphasising the shift 
towards locating plants near 
their end markets. 

But in spite of the economic 
attractions, the simple environ- 
mental equation that all recycl- 
ing is necessarily good has 
exasperated the industry. In 
many respects, the paper pro- 
ducers argue that this simple 
truism is not, in fact, true and 
that the energy and environ- 
mental costs of additional 
paper recycling do not add up 
in some circumstances. 

The industry suggests that 
paper is. anyway, an infinitely 
renewable and benign resource 
if properly managed. What is 
the difference between harvest- 
ing properly-cultivated trees 
and corn or wheat - other 
than a vast divergence in grow- 
ing times, they ask? 

According to industry esti- 
mates, 94 per cent of the wood 
used by European paper and 
board producers comes from 
sustainable managed forests, 
with the other 6 per cent com- 
ing from North America and 
the countries of the former 
Soviet Union. For a long time, 
more trees have been planted 
in Europe than have been fel- 
led each year. 

However, despite the indus- 
try's best efforts, environmen- 
tal campaigners still find much 
to protest about in forestry and 
paper manufacturing practices 



Envfronmen tally-responsible 
forestry, in Finland 


around the world. The environ- 
mental damage caused by 
“clear-cut'' fellings, when 
whole forests are harvested at 
one time, has alarmed many 
environmentalists, although 
the industry is trying to limit 
this practice and argues that 
the damage is only temporary. 

Campaigners also worry 
when conifer and eucalyptus 
forests are planted without due 
regard for their impact on local 
fauna and flora. Such unnatu- 
ral forests can cause ecological 
“mono-cultures”, destroying 
the diversity of species that are 
normally found in varied for- 
ests. 

Environmentalists also high- 
light the level of effluents pro- 
duced at some pulp and paper 


Waste paper in Europe 

Consumption by grade 
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mills - although, again, the 
industry, prompted in many 
cases by government legisla- 
tion, has gone far to clean up 
its act. 

Attention has also focused 
on the level of harmful dioxins 
created by chlorine-bleaching 
of pulp, a process which is 
used to brighten paper prod- 
ucts. These toxic dioxins are 
caused by the chlorine reacting 
with the lignin in the wood. 
Although the level of dioxins 
in paper is minute (less than 
8.2 parts per trillion) and there 
is scant evidence to suggest 
that people have been harmed 
by handling their products, the 
issue became something of a 
cause celebre in the late 1980s 
as a result of a rash of wild 
fears about dioxin poisoning 
from chlorine-bleached nap- 
pies. 

As a result of the public out- 
cry. companies have generally 
stopped using chlorine- 
bleached paper for nappies, 
and are reducing its use else- 
where while investigating 
alternative bleaching agents. 

Many companies have made 
a virtue of this necessity by 
marketing their paper products 
as “green”, and some have 
even cheekily added a price 
premium for the supposed 
environmental benefit. 

The packaging of paper prod- 
ucts has also become the sub- 
ject of environmental and mar- 
keting scrutiny. Aijo Wiggins 
Appleton, the Franco-British 
paper group, for example, has 
reported sales successes of its 
carbonless papers in Germany, 
as a result of wrapping them in 
an innovative new packaging 
system made from layers of 
recycled paper. 

Such economic impulses, 
combined with the emotional 
connotations associated with 
the environment, will ensure 
that green issues remain at the 
forefront of the paper indus- 
try's concerns For the foresee- 
able future. 

Yet some fear that environ- 
mental initiatives can some- 
times act as an impediment to 
trade, concealing protectionist 
impulses. The “green card" 
may well be played to defend 
western European markets 
from “dirty" exports from 
cheap manufacturers in east- 
ern Europe, they suggest 

It is clear that those compa- 
nies that can, and do, ride the 
environmental tide will pros- 
per those that ignore it will 
surely suffer. 
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The pulp industry 


Longer and deeper cycles 


THE MAIN challenge facing 
the world's pulp indus try is a 
familiar one - a massive 
imbalance of supply and 
demand. But there is no 
obvious remedy for the sector’s 
dire operating rates, prices and 
profitability. 

The predicament is all the 
more grim because, for a brief 
moment at the beginning of 
tiie year. It thought the market 
had turned the comer. 

At that stage, prices for 
northern softwood had 
tumbled from a peak in 1989 of 
S840 a tonne to as low as 8460. 
The Industry reckoned that 
8460 was the bottom, and 
during the first quarter of this 
year started to push through 
price increases. 

At first, pulp producers' 
optimism seemed justified. 
During the first six months, 
prices headed upwards, with 
list prices even reaching 8600 a 
tonne, although there was still 
considerable discounting. 
World shipments in- Europe to 
the end of July increased by 12 
per cent, compared with last 
year’s admittedly depressed 
volumes, says Mr Roger 
Wright, of Hawkins Wright, 
the marketing and research 
consultants. 

But then the market turned. 
“Over the last few months, the 
psychology has reversal," says 
Mr Stephen Zinser, managing 
director of European paper and 
packaging at Chase Manhattan 
Bank. “Customers built up 
inventories in anticipation of a 
strike in British Colombia. 
That proved shorter than 
expected, and prices started 
heading down." 

“The recovery was artificial 
- an illusion," says Mr 
Wright. “All that happened 
was that inventories moved 
from producers to users, who 
thought prices were going to 
move upwards. Paper 
consumption remained 
depressed, leaving customers 
with higher stocks. Naturally 
they cut back on pulp orders." 

One observer says it would 
not be an e xa ggeration to say 
that prices are now in free-fall, 
with list-prices for northern 
softwood at about $560, but 
discounted transaction prices 
at as little as $450. Payment 
terms are also becoming more 
generous. 

Prices in real terms are 
lower than ever before, admits 
Mr Timo Teras, senior 
vice-president of market 
research and planning at 
Finncell, the Finnish pulp 
marketing organisation. 

The question facing the 
industry is whether this is part 
of a normal cycle, linked to the 
slow-down in the growth of -the 
world economy, or whether 


something more structural is 
occuring. 

Certainly, the pulp 
industry’s cycles appear to be 
getting longer and deeper, 
according to Mr Sverker 
Martin-Lot chief executive of 
the Swedish group SCA, 

The structural problems are 
not hard to identify. The most 
significant is massive 
overcapacity. World supply is 
34.8m tonnes, a 6 per cent 
increase on 1991. But world 
demand is only about 29.9m 
tonnes, and growing more 
slowly - up 3 per cent on last 
year. 

On the de man d side, virgin 
pulp is facing increasing 
competition from recycled 
fibre, whose growth has been 
pushed by environmental 
legislation, particularly in the 
US and Germany. “The 
fastest-growing ‘forests’ (waste 
paper awaiting collection] are 
in the cities of Europe,” admits 
Dr Jan Remrod, director 
general of the Swedish pulp 
and paper association. 

The plight of some grades is 
worse than others. For 
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be cut after 30 years. That 
compares with a period in 
Scandinavia of SO to 100 years, 
because of the limited short 
growing season during the 
short summers of northern 
climes. 

Mr David Walker, 
vice-president of corporate 
analysis at Jaakko Poyry Oy, 
the paper and pulp 
consultants, estimates that 
wood costs in Chile are a third 
of those in Scandinavia. 


The most significant problem is massive 
overcapacity. World supply is 34.8m tonnes, a 
6 per cent increase on 1991. But world demand 
is only about 29.9m tonnes, and growing more 
slowly — up 3 per cent on last year 


northern softwood pulp, the 
position is far worse, because it 
is losing market share to 
southern softwood: annual 
capacity is at 9.3m tonnes, 
while demand is almost static 
at 7.7m tonnes, according to Mr 
Wright 

The industry's difficulties 
have also been exacerbated by 
increased integration over the 
past few years. European 
groups have added paper 
machines to their pulp plants, 
reducing the size of the traded 
pulp market says Mr Teras, at 
Firm cell. That has led to 
exaggerated swings in prices. 

On the supply side, the 
imbalance is partly caused by 
pulp manufacturers starting 
construction of new capacity 
simultaneously during the late 
1980s. But a structural shift of 
the economics of pulp 
production, between the 
northern and southern 
hemispheres, is also taking 
place. 

“The major threat to us is 
from countries like Chile and 
Brazil." says Mr Bernt Lof, 
chief executive of MoDo, the 
Swedish group. 

He explains ' that a 
eucalyptus plantation in Brazil 
can be harvested in only eight 
years, while pine in Chile can 


In addition, the cost of 
transporting wood in 
Scandinavia is higher, because 
a greater surface area is 
needed to supply the pulp 
mills , says Mr Lot, at MoDo. 
Harvesting costs are also less, 
because of lower wages in 
South America. 

The build-up of South 
American production has been 
rapid and substantial. In 
Brazil, Aracruz has just 
completed a Sl-2bn expansion 
programme, including a new 
525,000-tonne a year line at its 
plant in Espirito Santo, north 
of Rio de Janeiro. In addition, 
Bahia Sul has started 
production at a plant Eventual 
yearly production win exceed 
400,000 tonnes, but a 250,000 
tonnes a year paper plant 
should start next year. Chile 
has added capacity of lm 
tonnes a year over the last 18 
monthSj three-quarters of 
which te pine-based with die 
balance provided by 
eucalyptus. 

With supply . outstripping 
demand and prices still poor, 
operating rates remain terrible, 
says Mr Wright. 
Manufacturers, whose 
inventories are building up, 
are likely to dose plants for 
maintenance for extended 


periods, he reckons. 

Most pulp producers are 
busy cutting costs. MoDo, for 
example, is believed to have 
saved about SKrlbn (£96. 7m) 
over the last three years 
through cost- cutting. Mr Lof 
says a further SKrlbn will be 
saved next year and another 
SKr300m could follow, but 
after that he'll start praying. 

Finnish groups have also 
been cutting their cost-base. A 
combination of the devaluation 
of the markka and reduction in 
labour and energy costs have 
helped to some extent, says Mr 
Teras, at FinncelL “We need 
every margin possible." he 
adds. 

Mr Jan Remrod, director 
general of the Swedish pulp 
and paper association, points 
out that Scandinavian costs 
are falling as those of South 
American producers start to 
rise. 

But in spite of cost-cutting, a 
structural imbalance remains. 
There is little sign of an 
upturn in the world economy 
to allow demand to catch 
supply. The economies of 
Germany and most of the rest 
of Europe appear to be 
slowing, as is that or Japan. 
The US may be beginning to 
pick up, but the growth m 
market pulp there is limited 
because so much production is 
integrated into paper 
production. 

The most obvious way to 
solve the crisis would be to 
close capacity. Mr Ldf, at 
MoDo, points the finger at 
Canadian producers. “Their 
pulp mills are small and old. It 
will cost a fortune to improve 
their environmental 
performance. They are obvious 
candidates for closure.” 
Nevertheless, the barriers to 
exit are formidable. 

The Scandinavians’ position 
may be less precarious. The 
Swedes have slashed costs, 
while investing heavily in new 
plant to produce the totally 
chlorine-free pulp now 
increasingly demanded by 
German, Austrian and Swiss 
consumers. 

Mr Wright says that, 
although Nordic wood costs 
are stm more than 80 per cent 
higher than in the US and 
Chile, they should continue to 
fall through the 1990s as more 
softwood resources reach 
maturity. 

Finnish companies are also 
making efforts to become more 
cost-competitive. 

- Whether such measures are 
enough to secure the long-term 
future of northern hemisphere 
manufacturers remains to be 
seen. 


Paul Abrahams 


Merchanting and added-value papers 


Leaving the roller-coaster 


THE ROLLER-coaster ride of 
the paper industry, from out- 
standing profits to numbing 
losses, may be exhilarating, 
but it is a far from comfortable. 

Pulp and most grades of 
paper represent classic exam- 
ples of cyclical industries. And 
they are becoming more and 
more classical as each down- 
draught of the cycle appears to 
become increasingly deep and 
long. 

One reason is the growing 
size of paper machines. A 
world-scale competitive paper 
plant now has a capacity of at 
least 200,000 tonnes a year, and 
sometimes more than 300,000 
tonnes, explains Mr Denis 
Christie, paper, pulp and pack- 
aging analyst at James Capel. 

Each time a new plant comes 
on-stream it adds a significant 
chunk to regional capacity. 
Most paper groups demon- 
strate lemming-like behaviour 
when the economic cycle is at 
its peak. Unwilling to lose mar- 
ket share, they invest in these 
new increasingly large plants 
simultaneously, aggravating 
the subsequent imbalance of 
supply and demand. 

Not surprisingly, the more 
enlightened paper groups have 
attempted to get off the roller- 
coaster by diversifying- Into 
less cyclical paper businesses. 
These range from packaging to. 
specialist papers and even mer- 
chanting. 

The Swedes have, for some 
time been masters of adding 
value to paper. Mr Sverker 
Martin-Lof, chief executive of 
SCA of Sweden, explains that 
Swedish groups' home market 
is so small that .they have to 
export, and these exports have 
to be products that can* stand 
Long distribution and can'- -be- 
differentiated. • 

That excludes commodity- 
products,' such as pulp arid 
newsprint. Air Martin -L6fsay s 
Sweden cannot compete in the 
long-term in commodity prod- 
ucts, because of the high costs * 
of production there. The group . 
has Integrated its pulp produce 
tion into paper products, to the. 
extent that it is now a net - 
buyer of pulp. 


SCA has spread its risk ove r 
the past 10 years by d iv ers ify - 
ing into hygiene and packaging 
products. Mr . Marti n-Lfif 
proudly points out that the 
baby-nappy and feminine-pro- 
tection markets have been 
almost unaffected by the recesr 
sioo, growing at up to 5 per 
cent this year. Similarly, the 
packaging market for .which 
SCA provides high-value 
coated paper - has expanded 
at 1.5 per cent to 2 per cent. . 

To provide its packaging arid 
hygiene products to its custom- 
ers, it hashad to move produc- 


board for food packaging. 

. The example of the Swedes b 
now being followed by the 
Dutch. The recent 
announcement by KNP. VRG 
and Buhrmann-Tetterode that 
they intended to merge was 
driven fay the desire to reduce 
their .dependence upon pure 
paper niatioets:- 
Mr Robert- van Oordt, 
c h a i r man ■ o f 

Btihrmarm-Tetterode, explains: 
“Because new paper machines 
have to be so large and can 
therefore distort the market so 
easily' the risk of making a 


-■ Not surprisingly, (fie more enlightened paper 
groups have been dhrers Hying Into less cyclical 
paper businesses. These range from packaging 
to specialist papers arid even merchaiittng. The 
Swedes have for some time been masters of 
adding value to paper. 


tfori fo the continent, says Mr. ' adjudgment "is e normo us. "By ‘ 
Martmiof; ’‘Wei cant ait add .- having other activities, we 
.die in Sweden," he says.' - - reduce tha risk-for the group of 
Dr Jan Semrdd, director gen- introducing new machines." 
eral of the Swedish pulp and . The .combined group will 
paper association, .explains hare only F12bn (£442m) of its 
that,- traditionally, the industry - FI -13bn -turnover - in direct 
has been based- in the forest paper * ' products; - . The 


Now ft has: to took, at the con- 
sumer., "The- Swedish: govem- 
ment may not like it, botany 
further investment in the 
medium-term is; unllkdy tobe 
in Sweden." 

Mr Bo 'Berggren; chief 
executive of " Storey Europe’s 
largest paper groupi says there 
is a clear -trend that-'- the 
Industry is / becoming less 


counter-weights, as Mr van 
; Oordt . calls - them,- include 
packaging, graphic systems, 
office equipment and paper 
merchanting. . 

However, the attempts to 
escape cyclical commodity 
paper markets have not always- 
been entirely successful, 
explains- Mr David ^Walker, 
vice-president .of corporate 


global, beeause •••. market . analysis at -Jaakko Poyry, the 
demands are: becoming . more Finnish consultants. 


specific. Customers: want 
quality and - just-in-time 
deliveries. That means moving. 

to-the cehtinmt.v.iji " 

• "We- have " been ‘ M the- 


Paper companies have an- 
unfortunate herdlike instinct, 
which. -means that, once one 
group ; has: identified a 
fost-growing niche' area, most 


vanguard of added-value, ’VMr.i pftherest plough to, leading to 
Berggren proclaims. “We are : massive' overcapacity- and 
unrecognisable from the ~ < coriimodi ty -Style prices. *^ 0 ' be : ; 
mid-1980s." Store has been- frank," says-Mr- Berggren, at 
moving further- and further : Stofa/ : "Overcapacity , is 
from the pulp' market, it used, affecting most, grades at the 
to sell ud to 600.000 ; tosihes a: : moment." 
year, but ;it>’nd5mn! t a 

balanced position, instead, the number of companies moved 
group has movedinfoprinting ' in to . : ■" the - imeoated 
and writing papers as well -as ,sup6rrcaleudered . .: (S C) 


magazine market with mixed 
results. Repola has 800,000 
tonnes annual capacity, 
Myllykoski 540,000 tonnes, 
Store 475,000 tonnes and SCA 

330.000 tonnes. 

Yet according to David 
Christie, analyst at James 
Capel, the outlook for SC 
magazine papers is probably 
the bleakest of all paper types, 
because capacity is expected to 
rise sharply over the next 18 
months with the start-np of 
- two machines, one of Repola's 
and one of Norske Skog, with a 
combined annual capacity of 

550.000 tonnes. Naturally, 
operating rates, prices and 
margins, are all poor. 

Similarly, coated woodfree 
and carbonless are both areas 
. with high-technology content 
and added value; but both are 
afflicted by overcapacity, says 
Mr Alain Soulas, newly 
. appointed chief executive at 
' Aijo Wiggins Appleton, the " 
Franco-British paper group. 

Prices of coated woodfree 
have fallen by about 23 per 
cent since 1989, in spite of the 
market growing as much as 12 

per cent s year/ - -■ ■ ■■ ■ 
Mr Soulas believes the most 
important way of protecting 
■- investments from this sort -of 
herdlike instinct is to brand 
products. He points to the 
group's Idem brand, which has 
. allowed tt to keep 30 per cart 
of the; market and partially 
resist ' pricing pressure. He 
believes that achievement is 
outstanding. 

AWA's Conqueror 

writing-paper brand has 
actually increased both sales 
' and prices over the last 12 
months, be says. Other 
successful niches include 
‘P.laying-cards, 'banknotes, 
medical papers mri labels! ~ 

AWA is- also 'Europe's largest 
existing, merchanting 
company,' although it may be 
challenged for that title by the 
new "Dutch grouping- Mr 
-Soulas believes about half of - 
.AWA's turnover in Europe has 
hot been affected' by' the 
"downturn. 
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: Regional report North America 

The worst may be over 


THE BEST that can be said for 
the North American pulp and 
paper industry is that signs are 
emerging of a patchy recovery. 

But the emphasis Is patchy. 
Price discounting and spare 
capacity are still prevalent in 
many sectors. International 
Paper, the biggest US producer, 
reported a 7 per cent drop in 
third-quarter earnings with the 
comment that prices for 
□ncoated papers remain under 
pressure. 

Georgia-Pacific, which suf- 
fered a third-quarter loss, 
noted that much of the indus- 
try is still burdened by high 
inventories and excess capac- 
ity. In mid-November, Mr Sher- 
man Chao, analyst at Merrill 
Lynch in New York, cut his 
1993 earning9 estimates for 
seven US forestry groups on 
evidence that weakening Scan- 
dinavian currencies and the 
strong US dollar are intensify- 
ing competition from European 
pulp. 

"The burden of world over- 
capacity will be borne more by 
the US industry," Mr Chao 
says, adding that soft pulp 
prices could ripple through to 
weak prices for a wide range of 
papers. ' 

Nonetheless, there are signs 
that the worst of the recession 
is over. Although Mr Chao has 
cut his 1993 earnings estimates, 
the revised figures still repre- 
sent an improvement an this 
year’s expected performance. 
Another analyst, Mr Chip DO- 
Ion, of Salomon Brothers, pre- 
dicted in a recent report that 
prices of lumber, linerboard, 
pulp, newsprint, uncoated and 
coated papers, and tissue 
should all recover during 1993. 
although in some cases, the 
upturn will be shallow. 

Producers of lightweight 
coated papers lifted prices by 4 
per cent on October 1, and 
east-coast newsprint producers 
succeeded in pushing through 
a 5 per cent price increase (or, 
to be more precise, a 5 per cent 


cut in list-price discounts) on 
August L An official at Abitfixi- 
Price, the Toronto-based news- 
print-maker, says that 
"demand has been a little more 
sustained than we originally 
thought” Abitibi has cancelled 
much of the downtime which it 
planned for its newsprint 
machines in the second half of 
this year. 

Canadian pulp and paper 
makers, whose high costs have 
made tWam the heaviest casual- 
ties of the recession, are also 
benefiting from a 13 per cent 
tumble in the nanadfan dollar 
against the US currency over 
the past year. British Colum- 
bia’s Council of Forest Indus- 
tries predicts that Canadian 
west-coast producers could, on 
aggregate, break even or show 
a small profit in 1993 after com 
tuned losses of almost C3900m 
in 1981 and an estimated C$400- 
600m this year. 

The cautiously upbeat mood 
is based an hopes jof a recovery 
in the US economy from 1993, 
and on the painful restructur- 
ing which has taken place 
within the North American 
pulp and paper industry over 
the past three years. The opti- 
mists’ argument nms that, as a 
sector which is traditionally 
sensitive to the business cycle, 
the paper industry could be 
among the early winners of 
any economic stimulus admin- 
istered by the new Clinton 
administration in Washington. 

Industry operating rates 
already exceed levels normally 
seen. at the start of . an eco- 
nomic upswing. Linerboard 
mills, which produce the inner 
and outer Ivors of a corru- 
gated cardboard box, are oper- 
ating at almost full capacity, 
and are expected, to push 
through a price increase before 
the end of the winter. 

Furthermore, little new 
capacity is likely to come on- 
stream in the early stages of 
the recovery. According to Mr 
Dillon, of Salomon. Brothers, 
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the American Paper Institute’s 
(API) forecast of new capacity, 
due to be published later this 
month, will point to an annual 
increase of only 1.3-1.4 per 
cent This compares with the 
API’s earlier forecasts of 1.8 
per cent annual expansion 
between 1991 and 1994, and an 
average of 2A per cent in the 
three decades to 1990. 

A recovery will be especially 
welcome to the newsprint 
Industry, which has seen some 
of the most wrenching changes 
of the past few years. Custom- 
ers have become more demand- 
ing, with the range of products 
expanding to include soft-cal- 
endered, high-gloss and col- 
oured newsprint as well as a 
growing quantity of paper 
made from recycled pulp. 

According to the API, some 
52 per cent of all newsprint is 
now recovered for recycling In 
the US, up from 35 per cent in 
1968 l More than half of all cor- 
rugated material is also recov- 
ered. 

Fierce competition has put 
especially heavy pressure on 
Canadian newsprint producers, 
whose capacity shrank from a 
peak of 10.3m tonnes last year 
to 93m tonnes hi September. 
With the rising demand for 
recycled newsprint, Canadian 


mills have been handicapped 
by their distance from the 
main urban centres. The Cana- 
dian industry has ai«n paid the 
price of a high cost structure. 
Several old, inefficient 
machines, mostly in eastern 
Canada, have been closed 
down. 

According to the Canadian 
Pulp and Paper Association, 
shipments to the US tumbled 
to 4.33m tonnes in the first 
nine months of 1992, from 
4.88m tonnes In the same 
period of 1990. 

Meanwhile, US suppliers’ 
share of their home market has 
climbed from 4J8m tonnes to 
427m tonnes, but the US news- 
print market itself has become 
more fragmented. California’s 
ailing economy and sagging 
demand in Japan have opened 
a gap of about $35 a tonne 
between east- and west-coast 
newsprint prices. 

At least one big California 
newspaper publisher is under- 
stood to have told suppliers 
that it is unable to accept any 
discount reduction for the time 
being. By contrast, east coast 
producers’ thoughts are 
already turning to another 
price increase next spring: 

Bernard Simon 


Profile: Jamont the pan-European consumer paper products group 

Supplier to the supermarkets 


RONALD SINGER says he 
would rather Jamont were not 
described as a paper company 
- which sounds strange from 
the chief executive erf Europe’s 
second largest manufacturer of 
tissue. 

But Mr Singer was the man 
entrusted, three years ago, 
with forging Jamont out of a 
diverse collection of 14 paper- 
product manufacturers scat- 
tered across Europe. People lis- 
ten to what he has to say about 
Jamontis corporate identity. 

"I consider us a consumer- 
products company,” he 
explains. “We make the kind of 
products that are sold in a 
supermarket” 

That means tissue, of all 
sorts, which represents 75 per 
cent of the group’s business, 
but also cotton products, femi- 
nine hygiene products and 
paper plates. In the European 
market, only Scott of the US is 
bigger, with an 18 per cent 
share, against Jamont’s 14 per 
cent 

More important for Mr 
Singer, an American, Jamont 
is a genuinely pan-European 
group. It is a Dutch holding 
company, with its headquar- 
ters in Brussels (to take advan- 
tage of Belgium’s generous tax- 
hreaks for multinational head- 
quarters), and subsidiaries 
manufacturing in 11 countries, 
both inside and outside the EC. 
Almost inevitably, the group 
does all its pec o»»iHrig -in the 
European currency unit, the 
ecu. 

Ur Singer believes that 
annual turnover of Ecul^bn 
(Sfffflm) to EcuLSbn is impres- 
sive In any currency, and 
although he declines to reveal 
any more figures, he says the 
group is “substantially profit- 
able". If market conditions are 
right then a stock market flo- 
tation may be considered as 
early as 1994.. 

All this has happened in less 
than three years. Descendant 
of a joint venture between 



RoBakf Singer has fhr«e bnportaat targe! areas 


James River Corporation, the 
US paper group, and Femrm 
of Italy, Jamont was formed 
when the two original share- 
holders and Ndkia erf Finland 
derided to pour their paper 
businesses into one company. 

In January 1990, says Mr 
Singer, ”we had no legal exis- 
tence, we had no employees, 
we had no bank account, we 
had nothing. We borrowed 
offices from shareholders and 
subsidiaries, and we began 
from zero to create a European 
entity.” 

From a manufacturing point 
of view, the Jamont companies 
were not an obvious candidate 
for ‘^Europeanisation”. There is 
little benefit in transporting 
low-density, low-value prod- 
ucts like tissues or paper plates 
across long distances, so there 
was no need to amalgamate 
plants. Existing facilities, from 
Finland to TUricey. stayed put, 
manufacturing for distinct 
national markets. 

Instead, Mr Singer and his 
multinational staff concen- 


trated on developing a central 
administration, which could 
handle strategy, improve pro- 
ductivity and secure financing 
for the “new” company. 

hi. thin last area, Jamont has 
moved fast. Last year, the 
group raised a Ecu 400m syndi- 
cated loan as security for an 
aggressive investment pro- 
gramme. Some Ecu 500m. will 
be spent by the end of 1993. 

The biggest benefit for the 
subsidiary manufacturers, Mr 
Singer believes, has been the 
access to developing technol- 
ogy. 

"None of the companies had 
been ride to support a substan- 
tial technology effort on their 
own,” he says. James River - 
which, together with Cregnotti 
& Partners, the Italian invest- 
ment group, still owns 86 per 
cent of Jamont - operates an 
open-door policy with the 
group an technology licensing. 

In its turn, Jamont is plough- 
ing funds into developing tech- 
nology for “de-inklng” fibres, 
improving the quality of paper 


produced, and enhancing the 
ability of machines to convert 
large paper rolls into more 
manageable small rolls. Mr 
Singer claims that Jamont 
tprhrririans are already better- 
ing the work done in James 
River laboratories. 

For the future, Jamont has 
three important target areas. 
Mr anger wants to fill in the 
gaps in the group’s coverage of 
western Europe - in particu- 
lar, Germany, which is domi- 
nated by the tissue company 
FWA, ami where another rival, 
Kimberly-Clark of the US, is 
trying to expand. 

Looking farther ahead, the 
group sees possibilities in east- 
ern Europe and - beyond 1994 
- it may even start to expand 
into related areas of business 
outside the core tissue 
operations. 

Much depends on economic 
developments. As head of a 
company that has b uilt itself 
on firm E u ropean foundations, 
Mr Singer has been profoundly 
disappointed by the unex- 
pected turmoil in the European 
exchange rate mechanism. 
Now, he says, his staff have to 
spend valuable time worrying 
about European currency fluc- 
tuations, which he believed 
were a thing of the past. 

In general, however, he says 
Jamont will continue to benefit 
from the stability of its 
underlying business: “Bad 
times for us means when 
Tnurirptq are growing at 1 or 2 
per ™»nt instead of 4 or 5 per 

cent”. 

That apart, Mr Singer has 
one principal goal if he is to 
seek further fending or a stock 
market flotation: to convince 
backers that this 
Italo-American-Finnlsh-owned 
Dutch TnoMmg company with a 
B elg ian headquarters is not a 
European corporate aberration, 
but the- shape of things to 
come. 

Andrew Hill 


Regional report: Scandinavia 


Weaker krona lifts Sweden 


THE 19 per cent jump in the 
shares of Sweden's forestry com- 
panies the day after the country 
floated its currency last month 
said it afl. Sweden's pulp and 
paper groups were competitive 
a g ain , after a year in which a 
strong Swedish krona had seen 
them outflanked by rivals in 
North America and Finland. 

A weaker currency may not 
be an instant fix for all the prob- 
lems battering the highly-cydi- 
cal forestry industry - now 
very much in one of its down 
phases - but it certainly helps. 
Finland has boosted both export 
pi-iiYM and volumes since deval- 
uing the markka in November 
1991, and it has gained a further 
benefit from floating its cur- 
rency in September. 

indeed, the currency changes 
may help make 1992 a turning 
print for the forest companies of 
both Sweden and Finland. The 
two countries expect their pulp 
and paper sectors to make a loss 
this year, but are cautiously 
optimistic that 1993 will bring a 
return to profit. The benefits of 
rationalisation, a stronger dollar 
and an upturn in the US market 
wifi also be vital ingredients In 
any turnaround. 

Prices remain, nevertheless, 
under strong pressure because 
of market overcapacity. Sweden 
and Finland also face special 
competitive difficulties. They 
have slower tree-growth rates, 
higher wood and labour costs, 
and a less favourable tax regime 
than some of their rivals. 

In Sweden, forestry compa- 
nies have had one of their worst 
years for a long time and are 
looking at a collective loss of 
SEtiSm (£193m) for 1992. This 
compares with a SKr3bn profit 
last year and a SKrIZbn profit in 
1990. As a result of devaluation, 
and assuming unchanged prices, 
the the industry association cal- 
culates that companies will be 
SKx3bn better off The improve- 
ment would have been even 
greater If the UK, Italy and 
Spain had not also seen their 
currencies effectively devalued 
during the year. 

MoDo, one of the three biggest 
Swedish forestry groups, esti- 
mates that it will gain SKiSOOm 
a year as a result of the weaker 
Swedish currency, though not 
until current hedging pro- 
grammes have expired in the 
second quarter of next year. 

Devaluation is not, however, 



A floating currency may ha Ip to turn the tido 


the panacea it might have been 

19 years ago, when exports by 
the Swedish companies from 
Sweden accounted for some 80 
per cent of their turnover. Now 

much more of their capacity is 
based outside the country, and 
Store, Europe’s biggest paper 
and pulp group, exports only 
some 24 per cent of its turnover 
from Sweden. Finnish experi- 
ence has shown, too, that buy- 
ers seek a cut from devaluation, 
putting further pressure on 
prices. 

Swedish companies will cer- 
tainly benefit from cost-cutting 
efforts put in place over the last 
two years. Stora alone has shed 
6,000 jobs since 1990 and is 
looking to cut costs by a further 
SKr2bn ova: the next two years. 

Yet Mr Jan Remind director 
general of the Swedish pulp and 
paper association, stresses that 
devaluation alone will not not 
make the Swedish forestry 
industry competitive. Sweden 
still has the highest costs in the 
world, because of its wood and 
labour costs, high tax levels, 
and environmental ambitions. 

Finland, too, still enjoys a 
competitive advantage over 
Sweden because the markka has 
effectively been devalued by 25 
per cent over the last year, 
which is much more than the 
drop in the value of the krona. 

The Finns also benefit from 
state-of-the-art technology and 
have been much more aggres- 
sive in cutting raw material 
costs. One estimate suggests 
that Finnish wood costs have 
fallen by up to 40 per cent over 
the last two years. 

Finnish pulp and paper 
groups have not been able to 
take fall advantage of their com- 
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petit ive position, however, 
because of the heavy debts accu- 
mulated as a result of big 
Investment programmes in the 
late 1980s. Those with high lev- 
els of foreign debt have found 
their position exacerbated by 
the weakening of the markka. 

Debt-servicing costs and for- 
eign exchange losses help 
explain why die Central Asso- 
ciation of Finnish Forest Indus- 
tries expects the country’s pulp 
and paper companies to post a 
total loss of FM3^bn this year. 
This is despite a 6 per cent rise 
in export volumes and a 9 pa - 
cent increase in export value, to 
FM39bn, during 1992. 

For the first eight months, the 
country's four leading forestry 
groups - Repola, Kymmene, 
Metsa-Seria and Enso-Gutzeit - 
were all in the red, notching up 
a combined loss of FM1.7bn 
(£900m). For 1993, a modest col- 
lective profit of FMSOOm is pre- 
dicted, but this assumes a 7 per 
cent rise in export volumes and 
a 12 per cent increase in value. 

The debt problem remains a 


serious one, however. The large 
Finnish groups have been forced 
to reduce leverage through cut- 
backs in capital expenditure, as 
stock market conditions have 
not favoured equity raising. 

For both Finnish and Swedish 
producers, the most worrying 
question is how much further 
the European market will turn 
down, and how much further 
prices will come under pressure. 
Hie concern applies particularly 
to the German market 

“Hie first half of 1993 will be 
very difficult, because of fiat or 
negative GDP growth in many 
of the large European markets,” 
says Mr Denis Christie, paper 
and packaging analyst at James 
CapeL 

Against this, there is the 
expectation of a stronger dollar 
and a recovery in the US econ- 
omy. which should reduce the 
level of North American exports 
to the European market and 
ease price pressures. 

Christopher 

Brown-Humes 


The Rax 


Life itself springs forth from 
the sun. Sinar Mas, as one of 
the leading business groups 
in Indonesia, appreciates 
the gifts of nature and is 
committed to responsible 
development and the pres- 
ervation of the environment in order to improve the 
quality of life for the benefit of mank ind- 

FOOD 

The Group's agro-business activities help pro- 
ride the most fundamental of all human needs - the 
need for food. 

V 

The Sinar Mas Group has roots in the vegetable 
oil business, haring begun operations 
in ibis area more than 40 years ago. 

Today, the Sinar Mas Group has 
modem refineries producing edible 
oils and fats required by domestic 
consumers and 
food industries 
Hie Group also owns and 
develops over 160,000 hectares 
of plantations devoted 
to oil palm, tea, 
coconut, cocoa and 
bananas. 

Through its vertically in- 
tegrated structure, the Group 
has achieved significant 
market shares in agro-industry 
while adhering strictly to the national x . 

standards of health, safety and environ- reflecting the 

menial protection. —"ZX'Z 

business activities. 

SHELTER 

From urban housing estates to luxury hotels, the 
Sinar Mas Group contributes to the essential 
human need for housing and shelter. 

As one of the leading developers in Indonesia, 
Sinar Mas ensures its diverse real estate projects are 
developed in harmony with the surrounding 
envi ronmen t Hie Group's interests include com- 
mercial real est at e and office buildings, residential 
subdivisions and condominiums, shopping centers, 
industrial estates and golf course developments. 



The name 
Sinar Mus means 


EDUCATION 

As one of the leading exporters of pulp and quality 
paper to over 40 countries, and with i& dominant share 
of the printing and writing paper market in Indone- 
sia, Sinar Mas helps make learning possible. 

Its subsidiaries, Tpwi Kim fa and Indah Krat pro- 
vide a model for Indonesia and the world in waste 
management, including their exemplary waste water 
treatment facilities. The Group also makes extensive 
use of recyclable paper products and bagasse in its 
pulping operations. 

The Group's activities in the pulp and paper 
industry adhere to strict environmental policies, in- 
cluding extensive reforestation projects, and maxi- 
mum use of forest plantations. 

QUALITY OF LIFE 

Sinar Mas works to enhance the 
quality of life with its wide range of 
financial services. Sinar Mas operates 
one of the most profitable local private 
banks in Indonesia, Bank 
International In- 
donesia (Bll), which actively 
supports programs such as the 
World Wildlife Fund's en- 
deavor to save the Javanese 
Rhinocerous. Through 
its consumer marketing program, Bll 
contributes to this project for every 
new credit card issued. 

Sinar Mas has been selected to participate in the 
government sponsored program “Care *92”, de- 
signed to educate the public on environmental issues, 
including poDudon control and recycling. TheGroup's 
activities in this program indude providing loans to 
small businesses for waste management projects, and 
the purchase of materials for recycling purposes. 

With the source of its business and inspiration 
found in nature, the Sinar Mas Group is committed 
to responsible development through its environ- 
mentally sound policies and activities. 

Just as the rays of the sun give life to nature, so 
Sinar Mas shares the benefits of its success. 

Sinar Mas Group 

WfamaBU. 4th floor. J. M.H. Thamnn kav. 22 , 

Jakarta 10350. PO Box 429S JKT 10001. Indonesia. 
TeL- (62-21) 310 4048. Fax : (62-21) 3104468. 
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Regional report: the Far East 

Indonesia leads the 
drive for expansion 


'HIE FAR East Is becoming 
accustomed to being the excep- 
tion to the rule. While Japan's 
economy has suffered from the 
global recession, many coun- 
ties in Asia continue to grow 
at 5 to 10 per cent a year. This 
has led to a burgeoning 
d&nand for pulp and paper in 
the region, and the industry is 
set upon expansion. 

A clutch of figures tells the 
story; Malaysia’s paper indus- 
try is expected to average 27 
per cent growth between 
1991-1995; Thailand's paper 
demand in 1990 grew 29 per 
cent; Indonesia’s paper capac- 
ity is expected to grow by over 
30 per cent this year to 3.2m 
tonnes. 

The Ear eastern picture, how- 
ever, is not just one of growth, 
but of gradual change, the 
driving force of which will be 
Indonesia, the world's largest 
archipelago with over 13,000 
islands and a 185m population. 

Indonesia's forests, estimated 
at 144m hectares, are second 
only in size to Brazil; and, with 
a per capita income of $600 a 
year, the country is labour- 

One estimate is that 
only 5 per cent of 
Indonesia's forests, 
turned into plantations, 
could supply a third of 
the world's pulp demand 

competitive. Labour costs, 
which account for about 22 per 
cent of Indonesia's total pulp 
production costs, are one third 
of Thailand’s and Malaysia’s, 
and one tenth of Taiwan's. 

However, a shortage of Inter- 
national capital, and a decision 
last year by the government to 
set railings on offshore borrow- 
ing, has made financing large 
pulp projects difficult Officials 
of the Indonesian Pulp and 
Paper Association, estimate 
that at least seven pulp pro- 
jects, with a planned total out- 
put of l.7m tonnes, have 
recently been cancelled or post- 
poned. 

As Miss Sian Hansen, pulp 
and paper analyst at Crosby 
Securities, explains: “Virgin 


Per capita paper consumption: 
SE Asian countries (kg) 


1989 

1990 

Pop. 

1990 

(m) 

Thailand 

1 7.1 

20.1 

56.7 

Malaysia 

426 

47.7 

18L0 

Indonesia 

6.0 

75 

1826 

Philippines 

9.3 

9.4 

624 

Singapore 

190.5 

187.0 

27 


tropical fibre-pulp has taken a 
tumble in price, and the plants 
just couldn't be economical in 
this kind of world market." 

Five projects, however, with 
a capacity of 3.4m tonnes a 
year of pulp are in the pipeline. 

Sinar Mas Croup, Indonesia's 
second largest conglomerate, is 
installing new pulp plants at 
its Indah Kiat and Tjlwi Kimia 
subsidiaries, with capacity of 
about 2,600 tonnes a day, at a 
cost of about Slbn. 

Industry officials say Bari to 
Pacific plans a plant of 
L500-2.000 tonnes of pulp a day 
in South Sumatra, to be 
operational by 1995, at a cost of 
up to $lbn; Mr Mohamad 
Hasan, a wealthy logging 
concessionaire, Is planning a 
plant of similar size in East 
Kalimantan; and Indorayon 
has designs for a lm tonne a 
year pulp plant in Riau 
province. 

Mr Gus Milo, managing 
director of Sinar Mas, believes 
Indonesia’s long-term 
prospects are bright, and 
explains that “the issue is 
volume. If you cut down all the 
forests In Vietnam, it would be 
unable to supply China." 

He estimates that only 5 per 
cent of Indonesia's forests need 
be turned into plantations for 
one third of the world's pulp 
demand to be supplied. 

Whilst Indonesia’s potential 
in the Far East is unrivalled, it 
has been slow to exploit its 
advantage. Miss Hansen 
estimates that Indonesia is at 
least 10 years behind Brazil in 
technology and the 
development of plantation 
forests, of which only 326,000 
hectares had been planted by 
the end 1991. 


Indonesia’s underlying 
competitive advantage makes 
its emergence as a key player 
in the market almost 
inevitable. “Korea, Taiwan and 
Japan have pulp mills, but 
they Import the wood. Their 
wood costs are about four 
times ours,” explains Mr Nllo. 

While Brazil remains the 
cheapest producer, Indonesia 
should be able to cut costs 
further as more plantations 
come on stream, boosting 
productivity and pulp quality. 
Miss Hansen forecasts that the 
typical catchment area for a 
200,000-tonnes-a-year pulp mill 
in Indonesia wUI fall from a 
current 32,000 ha toward the 
20 ,000 ha of Brazil. 

Indonesian companies are 
already looking toward greater 
regional integration. Sinar Mas 
has taken a stake in a paper 
mitt in Ltng po, in southern 
China. There are plans to 
invest up to $200m to expand 
the plant, the pulp being 
supplied from Sinar Mas's 
Indonesian operations. 

As the industry matures in 
the Far East, officials believe 

While Brazil remains the 
cheapest producer, 
Indonesia should be 
able to cut costs further 
as more plantations 
come on stream 

Indonesia will capitalise on its 
cheap pulp production to take 
a greater share of the region’s 
growing paper market. 

As with pulp, that change is 
likely to be gradual In 1990, 
Japan's paper and board 
demand totalled 28.2m tonnes, 
about half the region's 
consumption. Indonesia is 
almost alone in the region in 
producing more paper than It 
consumes, but net exports in 
1991 were only 270,000 tonnes. 

Although this was a fourfold 
increase over 1990. farther high 
growth will be constrained by 
domestic demand, a low 7.5kg 
in 1990, which is rising by over 
10 per cent a year. 

William Keeling 


THIS YEAR has been a 
milestone for Latin America's 
pulp and paper industry. With 
Aracruz, the world’s largest 
eucalyptus pulp company, com- 
pleting a huge expansion proj- 
ect in Brazil, and the start-up 
of three new mills in Chile, the 
region is poised to become the 
world's leading low-cost sup- 
plier of cellulose. 

The growth of Latin Amer- 
ica's pulp industry confirms a 
world trend to move to low 
wood-cost areas. Land is cheap 
in both Brazil and Chile, gener- 
ous government subsidies 
encourage reforestation, and 
trees grow faster there than 
almost anywhere else in the 
world. 

Brazil has some l.5m hect- 
ares of eucalyptus plantations, 
which can be felled after five 
years, compared with 10 years 
in temperate climates. Most of 
Chile’s 1.4m ha of man-made 
forests are planted to Radiata 
pine, which matures after 15 
years compared with 30 years 
in New Zealand, 40 in Sweden 
and 60 in Canada. 

As a result, Finnish consul- 
tants Jaakko Poyry Oy expect 
Latin American mills to 
squeeze out high-cost produc- 
ers in the northern hemisphere 
and contribute just under half 
of the world's increased pro- 
duction of cellulose - esti- 
mated at 9m tonnes - towards 
the end of the century. With 
world demand for pulp grow- 
ing at an annual rate of 1.4 per 
cent, Jaakko Poyry expects 
Latin America to command 30 
per cent of international trade 
by the year 2005. At present, it 
supplies about 15 per cent of 
the world trade in pulp. 

Chile Is well-placed to supply 
the fast-growing markets of 
Japan and south-east Asia, 
while Brazil's strongest mar- 
kets are in Europe. In Brazil, 
the pulp-and-paper sector 
appears to have escaped the 
general malaise and economic 
chaos afflicting other indus- 
tries. Exports are growing so 
vigorously that neighbouring 
Argentina was forced to intro- 
duce import quotas earlier this 
year to protect its domestic 
producers. 

Brazil's papermakers export 
about a quarter of their annual 
production of 5m tonnes. Pulp 
producers sell almost 40 per 
cent of their 4m tonnes abroad. 
Both exports are up by 20 per 
cent this year and are expected 
to earn $1.5bn. 

Aracruz became the world’s 
largest eucalyptus pulp com- 
pany in 1992, after completing 
a $l.2bn expansion programme 
at its mill in the state of 


Regional report: Latin America 

Cheaper land, faster trees 



Eucalyptus grows faster fa fl» sunshine of Brazil 


Espirito Santo, north of Rio de 
Janeiro. With capacity at i-2m 
tonnes a year, Aracruz can 
now supply half of Brazil's 
short-fibre pulp, which is used 
for quality paper and tissues, 
and 24 per cent of the world’s 
total The company, owned by 
BAT’S Brazilian affiliate Souza 
Cruz, Lorentzen and Banco 
Safra, is also investing $100m 
to convert from chlorine to the 
more environment-friendly 
oxygen bleaching. 

Companhia Vale do Rio Doce 
(CVRDj, Brazil’s largest min- 
ing conglomerate, is also 
investing heavily in the pulp- 
and-paper sector. Bahia Sul, a 
joint-venture with Brazil's top 
paper manufacturer Suzano, 
started up this year with a 
capacity of 500,000 tonnes. 
CVRD is also planning to dou- 
ble capacity at Cenibra, its 
350,000 tonnes-a-year pulp mill 
in Minas Gerais. Its partners 
here are a consortium of Japa- 
nese papermakers. Mr Maras 
Montagna Carramota, CVRD's 
forestry industry chief, says 
the company plans to start a 
new pulp null every two years, 
to reach a capacity of 2.5m 
tonnes by the year 2900. 

Brazil's economic instability, 
however, is a serious setback 
for some $5bn of pulp and for- 
estry projects. Pulp manufac- 
turers complain that the gov- 
ernment lacks a clear 
industrial policy, while infla- 
tion and exchange-rate uncer- 
tainties are forcing them to 
postpone projects until, the end 
of the decade. “If Brazil solved 
its economic problems, it could 


wipe out all other short-fibre 
pulp producers in the world,” 
says Mr Eladio Sosaeta, an 
international consultant based 
in Santiago- 

Chile’s pulp industry also 
took a leap forward this year, 
with the start up of three new 
mills which have more than 
doubled the country's produc- 
tive capacity to lJ5m tonnes a 
year. As a result, exports are 
expected to earn more than 
$S00m in 1993. Although Chile 
is now experimenting with 
eucalyptus, its comparative 
strength lies in the production 
of the more resistant long-fibre 
cellulose from Radiata pine. 

Of the three new mills, the 
largest is Arauco H, a S600m 
joint-venture between Brierley 
Investments of New Zealand 
and the Angellnl group of 
Chile, which will produce 
350,000 tonnes a year. Com- 
pania Manufacturer de 
Papeles y Cartones (CMPC), 
Chile’s largest paper manufac- 
turer, inaugurated a kraft mill 
in partnership with Simpson 
Paper of the US, which will 
produce 315,000 tonnes of 
bleached cellulose a year. 

Santa Fe, owned by Scott 
Paper of the US, Citibank and 
Royal Dutch/Shell, is the only 
eucalyptus mill in Chile. It 
started production last year, 
but has been plagued by a 
shortage of raw materiaL For- 
estry experts say Santa Fe is 
having to venture up to 400km 
away from its site in southern 
Chile to obtain supplies of 
eucalyptus. 

The three new mills are put- 1 ' 


ting pressure on Chile's for- 
estry resources, as two- thirds 
of the 1.4m ha of planted pine 
are less than 15 years old. Mr 
Susaeta believes the supply 
crunch will last another two to 
three years. Other forestry 
experts believe Chile will have 
to double the acreage under 
man-made forests to meet 
expected demand. 

The dramatic growth in Chi- 
le’s forestry industry has also 
exposed some serious infra- 
structure bottlenecks. Roads in 


rural areas are poor, and 
delays at congested ports are 
adding to export costs. 

Compared with Brazil and 
Chile, Argentina’s pulp and 
paper Industry is backward 
and inefficient Almost half of 
the country’s Installed capacity 
lies idle. Pulp and paper pro- 
duction. which totalled 900,000 
tonnes last year, is mainly for 
domestic consumption. Exports 
earned only $60m in 1991. 

Leslie Crawford 
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1933 FORTHCOMING SURVEYS LIST Tel 071 873 3272 

Fax 071 873 3062 


SURVEY SYNOPSES 


Tel 071 873 3272 
Fax 071 873 3062 


BACK NUMBERS 

£1.20 up to one month previous. Personal callers £1 
£1.60 one month to one year previous Tel 071 873 3324 

SURVEYS INDEX (past two years) £2 Tel 071^ 873 3213 

REPRINTS Quotes available for minimum 100 order 

Tel 071 873 3213 
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Tel 071 873 3261 


EDITORIAL Information should be sent in writing to 
the Commissioning Editor for the survey concerned, 
Number One Southwark Bridge, London SE1 9HL, or 
fax' 071 873 3076 or 071 407 5700 

Cheques and postal orders for the FT Surveys index 
and Back Numbers should be made payable to 
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GOING FOR 



GETTING 
IT CLEAN 


Producing food and liquid packaging board 
that passes the stringent health and hygiene 
requirements of the food processing industry is 
more than just a matter of refined techniques, long 
experience and painstaking manufacture. At En- 
so, we see careful forest management as the only 
way of protecting our one renewable natural re- 
source: our country's forests. On balance, we re- 
forest faster than we harvest. 

We're also pouring huge resources into R&D 
to clean up our act and bring our pulp and paper 
manufacturing processes to the point where they 
should be. 

We're not painting ourselves white, but we 
can make sure our customers and end users get 
the clean qualities they demand, with due eco- 
logical consideration. Check with the world's 
principal liquid packaging system manufacturers 
if they feel we're getting it right. 

Only in this way can westand by that harmonic 

variation on a theme that has become Enso's 
refrain... 


the foMft k mtk you. 



For more information on Ensos food and liquid 
packaging board, and on our environmental policy, 
contact: Enso-Gutzeit Oy, Head Office, Environmental 
Affairs. P.O.B. 309. SF-00101 HELSINKI, Finland. 
Telephone +358-0-16291, Tetefox +358-0-162 9471 
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MANAGEMENT 


Jontam s local government is preparing tor a leaner 
future. Chris Tighe looks at one authority’s experience 

Tiers are shed as 

councils cut back 
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Wiping away layers of bureaucracy in North Tyneside: Brian Flood {right) with deputy council leader Ernie Dalzlel 


I n. Ms Wallsend town hall 
office; North Tyneside council 
leader Brian Flood is pouring 
tea from a Mg. canteen-style 
metal teapot into a mug emblazoned 
ANG^omen’s.Section. ■ 

It is the sort of scene which has 
confirmed labour-controlled North 
Tyneside's place in Conservative 
ministers' demonology of combat- 
ive, left-wing local authorities. 

But between sips of tea, Flood is 
explaining how the council's 
restructuring is wiping out layers of 
bureaucracy, malting the organisa- 
tion. consumer-orientated, empower- 
ing its staff to meet service delivery 
targets and eliminating around 
yoo jobs. 

Local authorities throughout 
Britain are undergoing profound 
change brought about by finanniai 
constraints, shifting social trends 
and central government-imposed 
policies like compulsory competi- 
tive tendering. But few restructur- 
ings are carried out amid such 
financial crisis. 

-North Tyneside is not only scrap- 
ping its departmental structure and 
to ning down its previously confron- 
tational approach to Tory central 
government, it is simultaneously 
deriding how to make cuts next 
year of £20m - 15 per cent of its 
budget - shedding in the process at 
least one- in eight jobs. And it is 
doing all this in a matter of weeks. 

The restructuring is partly a 
response to finanriai duress; council 
leaders believe no more cuts are 
possible under the present structure 
without eroding basic sendees. 

The council also believes the 
delivery of flexible quality services 
demanded by the public conflicts 


with the conventional local govern- 
ment structure of departments, 
iptoh jealously guarding their roles 

and budgets. “The present culture, 
which has to change, is one based 
on secretive professionalism which 
has erected barriers around each 
individual part of the council's 
activity”, says Flood. 

Within North Tyneside's “fossi- 
lised* departmental structure there 
are as many as 16 layers between 
directors and employees. Flood does 
not suggest that the intervening 
layers have been idle. "Everybody's 
been working hard; they're all 
answering each others' bloody ques- 
tions." 

The present system has also sti- 
fled commuziicaticHL *Tt might start 
off as broad as the Tyne bat It 
comes through like a tap dripping." 

Nor has there been any forum 
where heads of department meet 
councillors. Until now, says Flood, 
local government has been designed 
to keep elected members out of the 
way. That's why it's failed." 


The restructured North Tyneside 
council will have six executive 
directors who will meet each week 
with the leader and s enio r council- 
lors, forming, in effect, a manage- 
ment board. One side-effect of the 
new structure is that ruling group 
councillors will gain more power to 
ensure that committee decisions are 
implemented. 

P resent legislation stipulates 
that councils must appoint 
directors covering areas 
like education and social 
services. North Tyneside's execu- 
tive directors will bear the titles 
required by law, but none will be 
responsible for the day-today run- 
ning of services. That Job will fell to 
16 heads of function, under whom 
will be 45 senior managers, 150 
managers, a lower tier of first-line 
managers - and then grassroots 
employees. 

“We want a flat structure," says 
Flood. There will be no more than 
three layers between heads of func- 


tion and the people on the ground. 

Heads of function will be set 
tough targets for service delivery, 
these may include annual budget 
reductions for core services so they 
can introduce pilot schemes to 
explore new areas of consumer 
demand. Performance related pay is 
under consideration. 

The reorganisation, to be con- 
cluded by Christmas, means that all 
9,500 employees have had to apply 
for posts at or around their current 
level. So ter the top three levels 
have been appointed. The spotlight 
is now on the lower managerial 
tiers where Job cuts will be heavi- 
est. 

Compulsory redundancies, anath- 
ema to the council until now, are 
inevitable although 1,000 staff have 
left voluntarily in the last two 
years. 

The unions are sympathetic to 
the council’s budget problems and 
do not oppose the restructuring in 
principle. But Nalgo, the white col- 
lar public service workers’ union 


which expects 500 of its 3,000 mem- 
bers at the council to lose their jobs, 
is unhappy at the distribution and 

size of the cuts. It is holding a one- 
day strike tomorrow and threatens 
further action. 

Branch secretary Trevor John- 
ston argues that: “There’s this great 
myth that there are all these layers 
of managers doing nothing, it might 
have been true 10 years ago. But 
there's been substantial delayering 
over the last five years.” 

Such is the scale of staff cuts, he 


argues, that some managers in the 
new structure may face an impossi- 
ble task. 

He complains that the reforms 
have encouraged an “opportunity 
culture", with some employees gain- 
ing promotion at others' expense. 

Nalgo is worried that restructur- 
ing is distracting attention from 
heavy job losses. Conversely, lan 
Gordon. Conservative opposition 
group leader, fears that the service 
cuts which may result from the 
council putting its finances in order 


may cloud the public's perception of 
restructuring. 

Although Gordon criticises some 
appointments as "blatantly politi- 
cal”, both the restructuring and the 
Labour group's new pragmatism 
have Tory support. “We welcome 
this conversion on the Damascus 
road," he says. 

Still, tough battles lie ahead. But 
Flood, topping up that tea mug, is 
bullish: "We t hink in three years' 
time we'll set the standard for the 
way councils operate." 


Y ou may be on your way up 
the executive ladder, or have 
reached the top. You may be 
languishing in middle or junior 
management You may be a techni- 
cal specialist - or another type of 
“professional" - with no manage- 
rial role at alL You may be on the 
shop floor or the service front 
Regardless of your job and sta- 
tus, you are aimng* certainly part 
of, or surrounded by, the most com- 
mon organisational form in modem 
management - a team. Or several. 

“So what?" yon may ask. Every- 
one, except a player of individual 
sports, knows that teamwork is the 
best way of motivating people and 
improving their performance. 

The objective may just be to cut 
costs and boost efficiency, or, more 
commonly these days, also to 
respond more quickly to customer 
needs and competitive challenges. 
It is no coincidence that most 


“model organisations’' - whether 
they are christened "horizontal”, 
“networked", “non-hiezarcliieal” or 
“clustered" - are based fundamen- 


tally on teams. 


How to take a team into the premier division 

Christopher Lorenz assesses a new study on improving corporate performance 



The trouble is that most so-called 
teams are not worthy of the name, 
and tell utterly to deliver the high 


teams are capable. They are often 
either just working groups or task 
forces, which though usually sees 
as synonymous with teams, are 
actually very different animate. 

At best, they are a third type of 
species: potential teams, which try 
hard to improve their performance, 
but lack clarity about purpose, 
goals, or joint work-products, as 
well as tile «Herfplhia to hamni«r 
out a common working approach. 
Nor have they established mutual 
accountability. 

At worst, they are pseudo teams: 
collections of people concerned 
about togetherness, not perfor- 
mance; and so distracted by their 
dealings with each other that their 
communal performance is less than 
the sum of their individual parts. 

The chart (left) shows the yawn- 


performance levels of which real ing gap between their output and 


that of high-performance teams, In 
which members are deeply commit- 
ted not just to team performance 
(as in real teams), but also to each 
other’s personal growth and suc- 
cess. These are just a handful of the 
conclusions from an unusually 
thorough study of teams - real 
and pseudo - which has just been 
published as a book, appropriately 
titled The Wisdom of Teams. 

As well as challenging much con- 
ventional wisdom about teams, the 
hook is foil of advice about how to 
organise proper - and properly 
effective - ones. It draws examples 
from manufacturing companies 
such as US General Electric, Hew- 
lett-Packard, Kodak, Motorola, and 
Procter & Gamble, as well as from 
service organisations such as the 
Burlington Northern railroad, the 
Deloitte & Touche accounting firm, 


Prudential Insurance of America 
and even a high school basketball 
team called The Killer Bees. 

The book also provides a plethora 
of case studies of team inadequacy 
- from slight to complete - 
although most of the company 
names have had to be disguised. 

In order to write the book, its 
co-authors Jon Katzenbach and 
Douglas Smith, who are leading 
consultants at McKinsey & Co in 
the US, studied the workings of 
more -than 50 teams (actual and 
so-called) in 30 companies. Their 
findings include: 

• Top teams are the most difficult 
to make effective. 

• A demanding performance chal- 
lenge, set within the sort of perfor- 
mance culture exemplified by Moto- 
rola, tends to create real teams ter 
more effectively than do team- 


building exercises, special incen- 
tives, or team leaders with Ideal 
profiles. 

• The disciplined application of 
"team basics”, including size, pur- 
pose, goals, skills, approach and 
accountability Is often overlooked. 

• Hierarchy and teams go 
together much better than is appre- 
ciated by people who see teams as a 
replacement for hierarchy. 

• Team performance opportunities 
exist In all parts of the organisa- 
tion, rather than just a few, as 
most companies think. 

• Most organisations prefer indi- 
vidual. over group or team, 
accountability. 

• Teams naturally integrate 
short-term performance with lon- 
ger-run learning. 

Katzenbach and Smith define real 
teams as more than just "an 


extremely dedicated group of peo- 
ple working together to accomplish 
something of great importance to 
themselves". That is the definition 
of a group, they argue. 

By contrast, a team should be 
thought of more precisely as “a 
small number of people with com- 
plementary sMite who are commit- 
ted to a common purpose, perfor- 
mance goals and approach for 
which they hold themselves mutu- 
ally accountable". 

Each part of this definition - or 
what Katzenbach and Smith call 
"this essential mode of discipline" 

- requires close attention, they 
say. For instance, "complementary 
skills” covers three categories: 
technical or functional expertise; 
problem-solving and decision-mak- 
ing skills; and Interpersonal skills. 

The duo stresses repeatedly that 
a focus on performance and 
accountability - not on chemistry, 
teamwork or good communications 

- "is what makes teams happen". 

* Published in OS by Harvard 

Business School Press, price S24.95. 
In UK by McGraw-Hill, price £21.95. 


CONSTRUCTION CONTRACTS 


Supplying 

mechanical 

% 

services 


HOW ENGINEERING SEB 
VICES has been awarded three 
mechanical, electrical . and 
plumbing services contracts 
totalling some £16m. 

A £5.7m order for Glaxo 
research campus at Stevenage, 
Hertfordshire, has been won 
for the microbiology laboratory 
and biology node. 

The second contract Is for 
the BAT project test Phase I at 
Southampton which is worth 
£6 5m. 

The third contract, worth 
£&2m, is at Heathrow Airport 
for services to the base build- 
ing for: the new combined 
operations centre. 

Mixed batch 

Walsall-based KENDRICK 
CONSTRUCTION has boosted 
its activity In the West Mid- 
lands by winning nearly £10m 
of new work. 

Heading the list are two con- 
tracts for Birmingham City 
Council, totalling £6m, to be 
undertaken by the company's 
repairs and maintenance divi- 
sion. 

It is also carrying out a 
£1.5m extension and new build 
project at Colton Hiite School 
for Wolverhampton Metropoli- 
tan Borough Council. 

The design and build divi- 
sion has secured a £U>m office 
block development in Dro- 
itwich far the Crown Prosecu- 
tion Service. 

Bypass project 

E3ER NORTH EAST has 
been awarded the £4.6m con- 
tract for construction of the 
A19 Easingwold bypass in 
North Yorkshire by the Depart- 
ment of Transport 

The 2.1 mile long single car- 
riageway road will incorporate 
two new bridges to carry roads 

over the bypass. 

. f • 

Council estate 

FITZPATRICK BUILDING 
has been awarded the Phase IV 
£L08m external refiirbishment 
contract . at the White City 
Estate, Hammersmith, for the 
London Borough of Hammer^ 

smith and F ulham 

The contract will last .25 
weeks and the works fodinto 
replacement of windows, con- 
crete repairs, security door; 
entry systems,, new entrance 
lobbies and bin stores, ■ 


£25m work for Hall & T awse 



An artist’s impression of fink building currently under construction for IBM at Hnrsley Park 


TtAi-L & TAWSE, the cons 
traction division of Raine 
industries, has been awarded 
contracts worth £25m. 

In the Midlands. Hall & 
Tawse Western has wan a £2m 
contract from Dudley. Metro- 
politan Borough Council to 
build a primary and nursery 
school at Brieiiey Hill, winch 
will include a two-tier hall 
incorporating music and 
library amenities above. 


Hall & Tawse Southern has 
gained a £l.2m order for a 
refurbishment project at RAF 
Benson in Oxfordshire and a 
contract for IBM to convert the 
basement of a former nine-sto- 
rey office Mock Into a confer- 
ence and meeting room centre. 

Above ground the basement 
will be "roofed” over and land- 
scaped, with only the central 
glass atrium and glazed linked 
walkways, which connect at 


first floor level to surrounding 
buildings, being visible. 

In the health sector Hall & 
Tawse Scotland has won a Elm 
contract at the Falkirk Royal 
Infirmary to build a single-sto- 
rey 10-bed admissions unit, and 
a separate single-storey assess- 
ment unit, while in the retail 
area. Hall & Tawse Eastern has 
gained work from Boots to fit 
ont two Children's World 
stores. 


A16 Spalding bypass development 


BIRSE CONSTRUCTION has 
won a number of building and 
civil engineering projects 
which include the A16 Spald- 
ing bypass, worth £22, 6m, for 
the Department of Transport 

The contract Is for the 
improvement of l8J5kin of the 
A16 between Spalding and Sut- 
terton in Lincolnshire. Work 
starts early in 1998 with a pro- 
gramme period of two and a 
half years. 

The company has also been 
awarded the A568 WIdnes east- 
ern bypass, worth EMJftn, also 
from the Department of Trans- 
port The 6km dual . carriage- 


way will be started Immedi- 
ately and will be completed in 
two years. 

In Scotland the company has 
received its first major award 
from Aberdeen Harbour Board 
for a multi-berth facility, value 
mm over an 11-month con- 
: tract period. 

The project is for the forma- 
tion of berthing facilities by 
piling inland from existing 
quay faces, major dredging and 
excavation plus ancillary 
works in Charting concrete pav- 
ing, transit shed and office 
fitcdltties. 

A budding contract for the 


Ministry of Defence has also 
been won for an RAF Hospital 
at Lakenheath in Lincolnshire, 
worth ElOBm, for completion 
in 112 weeks with a start in 
January. 

The contract covers an oper- 
ating hospital with full support 
service units and Includes 
refurbishment of existing facil- 
ities. 

Other awards include an 
extension to a school in Leeds 
for Leeds City Council, value 
£4m, a river bridge over the 
River Soar and roadworks on 
the A563 for Leicestershire 
Comity Council, worth 92.1m. 


Medway towns road relief scheme 


EDMUND NUTT ALL has won a. 

highway infrastructure con- 
tract from English Industrial 
Estates Corporation (English 
Estates) as part of Us overall 
Chatham Maritime develop- 
ment on the Medway in Kent ■ 
The £6m project,' officially 
entitled the Primary Highway 
Network Contract, is a key ele- 
ment in the Medway towns 
northern relief road scheme 
jipidng- the commercial centres 
of Chatham, Gillingham and 
Rochester and providing direct . 


access to Chatham Maritime 
from the motorway network. . 

When completed, the scheme 
will provide a dual carriage- 
way north-south link, some 650 
metres in length. Two round- 
abouts will serve existing 
developments and open up fur- 
ther sites for development at 
(Tha tfram Maritime. Central to 
the scheme is a grade sepa- 
rated roundabout to link the 
Medway tunnel being con- 
structed to the west, with the 
ftfUfngham northern link road 


that will he developed to the 

pact. 

Twin 22 metre span 
reinforced concrete bridges 
will carry the Primary High- 
way across the tunnel 
approach cutting. This 125 
metre long trough is to be 
excavated to a depth of 10 
metres within secant piled 

WflTlq 

Also fodnded is a 0.2km dual 
carriageway western link road. 
Ancillary works also include 
provision of a pumping station. 


PEOPLE 

Around the world to graze at Geest 



Kevin O'Donoghue (left), 
previously managing director 
of Phileas Fogg snacks, has 
had his appetite whetted by 
Geest's "very big plans for add- 
ed- value convenience foods” 
and has taken over as manag- 
ing director of the newly- 
formed subsidiary Geest Con- 
venience Foods. 

The fresh produce and pre- 
pared foods group has identi- 
fied a number of chilled mar- 
kets where it has been 
investing heavily; it has 
recently spent £I0m on what is 
supposed to be the most 
sophisticated pasta-making 
production facility in northern 
Europe. 


Following two acquisitions 
in the past three years, Geest 
is the UK’s leading supplier of 
nhiii ed pasta and number two 
in chilled pizza. The incoming 
managing director's ambition 
is to expand convenience foods, 
via organic growth, acquisition 
and partnership, tenfold over 
the next five years. 

O’Donoghue, 42, joined Phi- 
leas Fogg in 1988, brought in 
by the founders of Consett- 
based Derwent Valley Foods 
who had, in 1982, started what 
became a high-profile start-up 
in north-east England. Very 
successful in developing 
snacks such as tortilla chips 
and Californian com chips, the 


three founders wanted to 
devote more time to business 
interests outside the UK and 
employed O'Donoghue as man- 
aging director of Phileas Fogg. 
He claims to have doubled 
turnover there, trebled profits 
and "grown the brand to a 
must-stock item for most of the 
multiples". 

Previously, O'Donoghue had 
been president of United Bis- 
cuits in Brazil, setting up a 
joint venture biscuit company 
with a Brazilian flour-milling 
organisation. He describes him- 
self as having previously “done 
the rounds” at United Biscuits, 
which he joined in 1973 from 
Powetl Duffryn. 


Bodies politic 



■John Keeton (above), a 
director of Rathbone Trust 
Company, has been elected 
vice-chairman of The 
ASSOCIATION OF 


George Robb, one of the 
founders of the small and 
aggressive fund management 
company Aberdeen Trust, is 
stepping down as executive 
chairman, but remaining on 
the board as a non-executive 
director. 

The group, which has suf- 
fered, particularly earlier in 
tiie year, from the weak dollar, 
has seen its share price drop 
from GOp in March 1991 when it 
joined the stock exchange, to a 
low of 24p this year. 

Currently with around 
£L6bn of funds under manage- 
ment, the company's transac- 
tion-driven expansionist strat- 
egy has not been without its 
detractors. "George Robb has 
felt for some time that what 
interests him most is b uilding 
companies,” says chief execu- 
tive Martin Gilbert, "whereas 
now we have entered a consoli- 
dation phase. We need to pay 
attention to becoming more 


CORPORATE TRUSTEES. 
■Henry Gewanter, a director 
of First Financial, the financial 
pr and marketing consultancy, 
has been elected a fe llow o f 
the CHARTERED INSTITUTE 
OF BANKERS; he lectures on 
Investment and is an assistant 
examiner in the subject 
■Lord Carter, opposition 
spokesman on agriculture in 
the House of Lords and 
president of the British 
Institute of Agricultural 
Consultants, has been 
appointed chairman of the 
UNITED KINGDOM 
COOPERATIVE COUNCIL; 
he succeeds the founding 
chairman Keith Brading who 
becomes honorary life 


client-orientated. ” 

Whereas the company has 
been strong in Far Eastern 
emerging markets and UK 
smaller companies, it has 
lagged in other areas, notably 
continental Europe. Another 
catalyst for the change in 
emphasis has been the pur- 
chase of Century life assurance 
group in September, which 
added around £450m in new 
funds to manage as well as 
affording access to a direct 
sales force. “It is going to be an 
enormous amount of work 
integrating Century,” Gilbert 
believes. 

Robb, 50, and Gilbert, 37, 
founded the business In 1983 as 
a manag ement buyout from a 
firm of Aberdeen solicitors, 
grander & Cruickshank, where 
Robb was a partner in the 
investment management 
department and Gilbert was 
his assistant. Robb took over 
as executive chairman at the 


president. 

■ Bo Christensen, director of 
the Danish Film Institute, has 
been appointed 
director-general of the 
EUROPEAN SCRIPT FUND 
from next March. 

■ Gordon Ratiirin, head of 
brands & products and deputy 
director, personal sector 
marketing, has been appointed 
chairman of DELTA 
MEMBERS GROUP for a 
one-year period. 

■ Gordon Dunlop has retired 
from HI-TEC SPORTS. 

■John Axon has been 
promoted to director of 
operations of the 
PERFORMING RIGHT 
SOCIETY. 


ing. "Since becoming chair- 
man, I found there was a 
decreasing amount to occupy 
me. It was a miscalculation on 
my part,” Robb, who was previ- 
ously chief executive, now 
admits. “It was a good time to 
make a break.” 

He is looking for other oppor- 
tunities, not necessarily within 
fund management. Among a 
number of other outside direc- 
torships be is on the board of 
Aberdeen Petroleum, a USM 
company which he helped 
establish in 1981. 

Meanwhile, Angus Pelham 
Burn, 61, takes over as non-ex- 
ecutive chairman. A 
well-known figure in the Scot- 
tish financial community, Pel- 
ham Bum has been a director 
of Aberdeen Trust since 1965. 
He is also a non-executive 
director of the Bank of Scot- 
land and a member of Gramp- 
ian regional council. 



AJastair Ross Goobey, James 
Capel’s chief investment strat- 
egist and author of one of the 
livelier weekly investment 
newsletters, has decided to 
practice what he preaches. 
Next mouth he takes over as 
chief executive of PosTel 
Investment Management, 
Britain's second biggest pen- 
sion fund manager. 

Goobey, 47, is only the third 
chief executive to look after 
the £20bn of pension fund 
money of British Telecom and 
the Post Office. He takes over 
from former Bank of England 
man Alan Thread gold, who in 
turn took over from Ralph 

Quartan o. 

Although Ross Goobey has 
made his name recently as 
James Capel’s Investment 
guru and a special political 
adviser to the Chancellor of 
the Exchequer, he has earned 
Us spurs as fund manager. 
Before becoming a stockbro- 
ker, he had been a director of 
Geoffrey Morley & Partners, 
independent pension fund 
managers, and before that had 
managed the Conrtauids pen- 
sion fond. Although part of his 
job at PosTel, which has 160 
staff, will be administrative, 
Ross Goobey will also be direc- 
tor of securities investment 


Robb steps back from Aberdeen Trust 

time of the stock market list- 
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(To talk business to 300,000 influential Russians, call +44 71 873 4263) 


On October 29th, the Financial Times, in partnership with Izvestia, Russia’s leading quality daily, 
launched ‘Financial Izvestia'. A weekly 8-page newspaper, it accompanies Izvestia and is printed on the 
FT’s distinctive pink paper. 

• ■ • 

Financial Izvestia features the week’s key Russian and international busiriess and economic news. 

• ■ ’ r . . ■ ■■■ 

It is essential reading for the 300,000 Izvestia subscribers and readers in and around Russia’s 

I ■ . ■ • 

" " " . ’ " - I 

commercial centre. Moscow. 

To find out more about advertising to these influential people, please contact Dominic Good at the 

Financial Times on +44 7 1 873 4263 or fax +44 7 1 873 3428. • — • 

No Financial Izvestia no comment. 
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ARTS 


Sculpture and architecture 
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I f you feel the need before 
Christmas to escape from 
crowded festivities, I thor- 
oughly recommend some 
calm moments at the Barbican 
Art Gallery. 

I wait to see the eghiMUnn 
of sculpture there by Brie Gill 
(which reins until February 7) 
with some reservations, a lot of 
prejudiced, and muddled pre- 
conceptions about Gill's life 
and work. But this exhihftfo n 
does what a good exhibition 
should: it both delights the eye 
and stimulates the mind. It 
also presents with great clarity 
the personality of the artist 
within the context of his cre- 
ative life. 

Much of Gal’s figurative 
sculpture is hard to see 
because it is either in private 
collections or is permanently 
fixed to buildings. This Is the 
first retrospective of his figu- 
rative sculpture - and it is no 

mean achievement to have 
assembled nearly so Important 
works, mainly of the period 
1910 to 1930. They are beauti- 
fully displayed in a way that 
brings out the direct quality of 
Gill’s work. He made stone 
breathe quietly and many of 
these works exude a tranquil 
life erf their own. 

Z also braved the architec- 
tural. terrors of the Barbican, 
because I believe that there is 
no real future for architecture 
as an art that can Inspire and 
nourish unless Its practidon- 
ers have a sympathy for all the 
visual and plastic arts. 

1 am permanently baffled by 
the separation between archi- 
tecture and the fine arts. There 
is still very little communica- 
tion between architects and 
artists in educational establish- 
ments, and there have only 
been marginal improvements 
in the last decade in the com- 
missioning of public art 
The official artistic bureau- 
cracy wastes millions on 


schemes like “per cent for ait", 
which sees art as some kind of 
expendable “addon”, not as an 
Intrinsic part of any creative 
initiative, understood that it is 
possible for fine art - which, 
embraces the irrational, imagi- 
native and sensual - to be a 
crucial part of everyday life- 
His sculptures for the BBC, 
London Transport and his war 
memorials have & sense of pro- 
priety and rightness where 
they are. He understood archi- 
tecture and its relationship 

Colin Amery 
admires the work of 
Eric Gill 


with sculpture- - perhaps 
because his creative hfeliegan 
as an apprentice to an archt- 


Wtaen he was 18. Gfil joined 
the office of WJ>. Caroe, the 
leading church architect of the 
time and from whom Gill 
learned the disciplines of archi- 
tectural drawing. In the transi- 
tional years of the 3900s style 
was as much a matter of 
debate as it is today. Caroe, 
who was often Ownght of as a 
rather dull gothudst designed 
in a whole range of styles. 

Gift soon fa scinated 

by the theories of Wpam Mor- 
ris and John Raskin and 
absorbed from them some of 
his early ideas about crafts- 
manship, labour and art He 
decided not to attend evening 
classes in architecture, but to 
study the art of lettering under 
Edward Johnston at the Cen- 
tral School - and to learn 
practical masonry. These two 
skills flourished and. in 1903 
another architect, Edward 
Prior, gave OH bis first letter- 
ing commission. He invited 
him to design the lettering for 
the new medical school in 


Downing Street, Cambridge. So 
it was through architecture 
and lettering that enabled GUI 
to become a freelance artist 
craftsman, and to put some of 
his theories into practice con- 
cerning the sacredness of work 
dedicated to the service of art 

By 1909 Gill was beginning to 
make figurative sculpture and 
felt that he had made a most 
important discovery. He wrote: 
“it was like a new alphabet - 
the word was made flesh.” 
GUI’s method of working was 
to , carve directly in stone. He 
would not consider modelling 
in day or employing the help 
of other craftsmen - he cut 
directly into the stone and was 
probably one of the first sculp- 
tors in England to work In this 

way since the Middle Ages, ft 
is this sense of directness that 
is so evident at the Barbican 
exhibition. 

The remarkable nature of 
Gill’s talent as a sculptor was 
soon recognised and he 
secured an important commis- 
sion as early as 1913, when he 
was asked to carve the Stations 
of the Cross for the new 
Roman Catholic cathedral at 
Westminster. The pencil, ink 
and water colour drawings in 
the exhibition are no substi- 
tute for going to Westminster 
Cathedral to see the fen size 
carved originals, but they are 
fascinating as working draw- 
ings squared up for transfer to 
the stone. As drawings, they 
have that heraldic, almost dia- 
grammatic, quality that is also 
present in the stone reliefs. For 
such relatively early work they 
are extraordinary and potent 
icons. 

The mixture of eroticism and 
religious faith is a thread that 
runs throughout Gill’s work 
and Ufa. We all learned more 
than we really needed to know 
about his communal attitudes 
to sax in Fiona MacCarthy’s 
biography of Gift. What is sur- 
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An early stone relief by Eric Gill: "The Boxers’, 1913 


prising - and wonderful - 
about this collection of sculp- 
tures is that they exist with 
lives of their own - quite 
apart from all the hypocrisy of 
Gin’s life - as very pine works 
of art of great integrity. Even 
“Ecstasy”, GDI’s most sexually 
obvious work (which was 
owned by the same collector 
who commissioned Rodin’s 
“The Kiss”) has more of a 
moment of wonderment about 
it than any sense of pornogra- 
phy. 

The two major architectural 


works, “Prospero and Aeriel” 
for the BBC's Broadcasting 
House in London, and the 
“Four Winds” for London 
Transport’s headquarters, are 
well known. B was more inter- 
esting to see the drawing for 
the huge relief for the bead- 
quarters of the League of 
Nations in Geneva (1985) on 
the thane of the “recreation of 
man”, and the actual Portland 
Stone relief from the Midland 
Hotel (1933) in Morecambe on 
an Odyssian theme - which is 
wild and spirited and curiously 


scaled. 

We need more artists like 
Gill, prepared to work with 
architects and to be sympa- 
thetic to the idea that every 
man - especially the crafts- 
man and builder - is also an 
artist Sadly, we are today 
miles from that idea, as most 
building is merely mechanical 
assembly of manufactured 
parts. GUI shows the intense, 
creative fulfilment of working 
with the band and the eye. 
This exhibition quietly and 
carefully illuminates that idea. 


Theatre 


The Witches 


On one side of St Martin’s Lane you can. see the 
opera Hansel and Gretel (at the Coliseum). On 
the other you can see The Witches (at the Duke 
of York's). It is amazing how much the two 
works have in common, especially in this partic- 
ular pair of stagings. A witch is not just a crone 
living, in the faraway depths of a wood any 
longer. Some children this Christinas win be 
taken to the one, some to the other. An enter- 
prising parent might do wen to take their chil- 
dren to both. 

The witches in Roald Dahl's story do not bake 
children or eat them - they turn them into 
mice. And the best fun of seeing The Witches as 
a play comes in watching these transformations. 
- how are they done? - and then in watching 
the boy-mice adapting to their new circum- 
stances. In fact, the mice scenes resemble 
another show opening this weekend, Frederick 
Ashton’s Tales of Beatrix Potter, the opening of 
the play’s second half reminds me of what Ash- 
ton said to his mice-dancers “Wouldn’t it be 
lovely to have a tail, think of all the things you 
could do with it, you could pick things up and 
carry them, you could skip rope with it . . .” 

Otherwise, Dahl’s story holds an audience 
simply because he tells a story so well. It does 
not have the mythic power of the Grimms’ fairy- 
tale, text its modem liveliness and its whimsical 
philosophical -touches have their own impact 
and wisdom. Boy learns from Grandmother that 
the world is full erf witches; and to us, watching, 
the witches (as in Humperdinck’s opera) are 
both alarming and absurd. Boy and Grand- 
mother save the children of England from the 
witches; but Boy himself has to stay a mouse, 
and learns how to cope with that 

The adaptation and staging are by David 
Wood, arid they proceed at a more plodding, 
heavy-handed pace than last year’s staging of 
The B.F.G.. Karen Briffett plays Boy with over- 
wide eyes and a shrill voice about half an octave 


David Mamet's ‘Oleanna' 





Dorothy Ann Gould 

\ 
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too high, but is otherwise en g a g ing The perfor- 
mance I watched was largely attended by 
schoot-parties cf young children. They were not 
driven to any particular peaks of fright or 
amusement but they were completely attentive 
to every turn in the action. The grown-ups fid- 
geted only a few times. 

Alastair Macaulay 

At the Duke of York’s Theatre 


Even more interesting than the 
clash of opposites onstage in 
David Mamet's new play 
Olearma, now playing at New 
York’s Orpheum Theatre in a 
production directed by the 
author, are the conflicts it elic- 
its offstage, within and 
between its audience members. 

The play is a beautifully 
written, elegantly con s tr u cted 
(save for an implausible 
denouement), and wholly pro- 
vocative conversation piece 
which furthers America’s 
national debate about sexual 
harassment, begun last year 
when then-Supreme Court 
nominee Clarence Thomas was 
accused of harassment by bis 
former employee Anita Hill- 

In the brief first act, college 
student Carol comes to her pro- 
fessor's office to confess that 
she is floundering in his educa- 
tion course. John, the profes- 
sor, takes her on as an educa- 
tional experiment, offering her 
an “A" if she will agree to one- 
on-one tutoring sessions. In the 
process of their conversation. 
John makes some off-colour 
remarks and, when Carol 
becomes particularly dis- 
traught, puts his hand on her 
shoulder. He confides in her 
that he is up for tenure and 
hoping to buy a house: the 
repeated phone calls from his 
wife and lawyer about the pur- 
chase make for a conversation 
full of half-sentences and inter- 


rupted thoughts - quintessen- 
tial Mame t 

Having set up the situation 
- and the audience - Mamet 
plays his trump card in the 
second act. Carol brings 
charges of sexual harassment 
against John. Unless he can 
persuade her to drop the case, 
his tenure hiring will be post- 
poned and he will lose the 
house. They meet in his office 
twice more, the stakes rising 
and the gulf between their 
positions widening in a terrific 
exercise in dramatic tension, 
which Mamet undermines with 
an overwrought explosion of 
violence at the play's end. 

Did John really harass Carol, 
or has Carol set John up to 
undermine his career? Mamet 
left the characters’ words and 
actions so ambiguous that it is 
up to each audience member to 
decide; differing perceptions 
turn casual discussions of 
Olearma into confrontations. 

On one level Mamet is the 
perfect playwright for this sub- 
ject matter; indeterminate lan- 
guage is his forte. But, given 
the position of women in his 
previous works - nonexistent, 
as in Glengarry Glen Boss and 
American Buffalo, or periph- 
eral, as In The Water Engine 
and Speed-the-Plota - it is no 
surprise that In Oletmna he 
has stacked the deck against 
them by underwriting Carol’s 
character. U nlike John, we are 


never given information as to 
her background, personality or 
motivations. 

This problem is exacerbated 
by Rebecca Fldgeon’s wooden 
-performance - Tor which 
Mamet must share Mama. Pre- 
sumably we are seeing what 
he, as director as well as 
writer, wants us to see: in the 
first act she is a lifeless, clue- 
less, sexless creature in a 
shapeless sack dress who 
repeats “I don’t understand” 
with whining monotony. Wil- 
liam H. Macy literally acts cir- 
cles around her. he twitches, 
rants and preens all over the 
stage while Pidgeon sits 
motionless and stares stupidly 
at her feet In the second act, 
she becomes a mannish fembot 
in trousers and waistcoat 
spouting allegiance to her 
“group,” seemingly driven less 
by passion than programming. 

But Mamet’s uneven treat- 
ment of the issues only 
strengthens his overriding 
point that what really matters 
is not who is right or wrong, 
but who has got the power. 
The closest thing this battle of 
a play has to a winner is not 
John, Carol, or the genders 
they represent, but the auteur 
hiniaelf. He Is out to provoke 
with Olearma, and he has done 
ft, in spades. 

Karen Flicker 


Opera/Max Loppert 


Billy Budd 


Opera North tackles this 
season its first Billy Budd. 
This difficult, dark-spirited, 
musically magnificent opera 
almost always brings out the 
best in the companies that take 
it on. Rarely, however, has it 
received a performance of such 
raw, angry power as Friday's 
at the Leeds Grand Theatre. 

The production, which comes 
from Scottish Opera, was first 
shown in Glasgow In 1987. 
Then, it was electrifying; now 
Graham Vick and his associate 
Paul Maloney, matched every 
inch of the way by the conduc- 
tor Elgar Bowarth and the 
Opera North orchestra and 
chorus, have rendered it still 
tauter, and exposed the themes 
of the Britten-Forster-Crozier 
collaboration to a still harsher 
theatrical light 

Budd emerges here, as it did 
in Tim Albery's very different 
1938 ENO staging, enriched 
and strengthened: its combina- 
tion of grand opera, historical 
epic, domestic tragedy and 
male-voice symphony reverber- 
ates with startling new 
insights, new illuminations. 

Vick treats it as a study in 
vicious social repression of 
naval serfs by their overlords. 
The single set (a superb feat of 
design by Chris Dyer) is also a 
single dominating image - a 
ship seen in transverse section, 
layered in deck levels, pivoted 
on a central mast and con- 
tained like a globe or crucible. 
The “whole world” of Captian 
Vere’s floating monarchy (or 
slave ship, which is what it is) 
is ceaselessly evoked in the 
action - and, with it the hid- 
eous violence that runs 
through the drama like an 
open sore. 

Few opera performances 
have so hilly caught a sense of 
community, while at the same 
time exposing it to such keen- 
eyed “political" scrutiny: how 


horribly vivid yet truthful the 
depiction of sneaks, spies, bul- 
lies, betrayers, even Dansker's 
backing-sway from Billy at the 
moment of discovering be is 
Claggart’s marked man. 

The erotic subtexts of the 
opera are not disguised; nei- 
ther are they forced into undue 
prominence. Vick’s licence in 
presenting a dressing-gowned 
alter ego of the old captain, 
constantly haunting the action 
like an agonised conscience, 
encourages a constant - but 
again, never crudely under- 
lined - consideration of the 
interaction between motive, 
impulse and consequence. If 
this encourages one to view 
the captain’s epilogue with a 
touch of irony, that seems only 
fair. It is, after all, Vere's 
equivocal character that 
affords the opera its focal 
point 

The cast is of superlative 
quality from top to bottom. On 
opening night Jason Howard's 
Billy was suffering a severe 
throat infection; be dealt with 
it expertly, and brought to tbe 
part a free physical! ty. a cred- 
ible earthiness and volatility of 
temperament which 1 have not 
encountered before. Nigel Rob- 
son’s Vere lacks tenor volume 
but not subtlety of utterance: 
he is a singing-actor of 
three-dimensional eloquence. 
John Tomlinson, principal rev- 
euant from tbe 1987 Scottish 
Opera cast, is the Claggart of 
our day, certainly the most 
strongly voiced and roundly 
drawn of my experience. 

This is one of Opera North's 
most Impressive achievements 
- not smoothly palatable Fes- 
tive Fare, perhaps, but wonder- 
fully relentless in its grip. 

Grand Theatre, Leeds: in rep- 
ertory until January 18, them 
on tour to Nottingham, Bir- 
minghan and Manchester. 


Concert/Richard Fairman 

Scandinavian song 


The time when the only 
Scandinavian song we ever 
heard was Grieg's “With a 
waterlfiy" sung in German by 
Elisabeth Schwarzkopf sud- 
denly seems a long way off. 
Over the past month the “Ten- 
der is the North” festival has 
inaugurated a virtual single 
market for songs, in which the 
music of Northern composers 
has won an equal hearing 
alongside that of their conti- 
nental counterparts. 

On Thursday it was the turn 
of Soile Isokoski, a young Finn- 
ish soprano too little known in 
this country. 1 first heard Miss 
Isokoski as a Valkyrie in 
Amsterdam, bnt for her Wig- 
more Hall recital she had laid 
her spear and helmet aside. It 
is floe rounded and pure beauty 
of the sound that is her prime 
gift, fine for the Mozart hero- 
ines she sings on stage, but 
also warm and succulent in 
Berg's Seven Early Songs. 

lake the other sopranos in 
this festival, she gave us the 
inevitable Grieg waterlily. 
floating in her performance 
over an undercurrent of urgent 
anxiety. But that degree of 
intensity in her singing was 
unusual Among her Schubert 
songs, one of the best was 
“Nacht und Traume", where 
the voice showed that it could 
grow in volume and pressure, 
while sounding just as relaxed 
as before. 

Overall there was a lack of 
variety, which the beauty of 
the singing did its best to 
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■ BERLIN 

CONCERTS 

PhOharmonle Tonight, tomorrow: 
Claudio Abbado conducts Berlin 
Philharmonic Orchestra in works 
by Ligeti and. Rihm, plus 
Beethoven’s Second and Fourth 
Piano Concertos with Maurlzlo 
Poillnl. 

Thors: Vladimir Ashkenazy 
conducts. Berlin Radio Symphony 
Orchestra in works by Mahler, 
with Dietrich Fischer-Dieskau 
soloist in the Lieder etnes 
fahrehden Gesellen. Sat, Sun 
morning, next'Mon: Poll Inf plays 
Beethoven's First Piano 
Concerto, in a Berlin 
Philharmonic concert featuring 
works by Rihm, Lutoslawski and 
Berio (2548 8232) 

Sch a uspiefhaus Tonight Daniel 
Barenboim conducts Berlin 
Staatskapeile arid Chorus In 
Verdi's Requiem. Thurs: Bach’s 
Christmas Oratorio first part Fri: 
George Cleve conducts Berlin 
Radio Orchestra In Barber's 
overture The School for Scandal, 
Ives' Second Symphony and 


Bernstein’s Third (2090 2156). 
Sat Sun, Mon: Alexander 
Rahbari conducts Berlin 
Symphony Orchestra in Elgar’s 
Cello Concerto (Boris 
Pergamenshikov) and 
Shostakovich's Fifth Symphony 
(2090 2261) 

OPERA/DANCE 
Deutsche Oper A new Peter 
Schaufuss production of 
Nutcracker opens on Frl, 
repeated on Sat. Tonight: Die 
Zauberflbte. Thurs: L’ltaliana 
In Algerl.-Sun: Hansel and Gretel 
(3410 249). 

Staatsoper unter den Linden 

Tomorrow: Mozart and Salieri 
double bill. Wed: Paul Dessau’s 
opera Die Verurtellung des 
Lukullus. Thurs: Salome with 
Mara Zamplerl and Theo Adam. 
Frl: La traviata with Tiziana 
Fabbrfcirii and Dmitri 
Hvorostovsky. Sat Tannhaussr 
with Klaus K&nig and Anna 
Tomowa-Sintow. Sun; Hansel 
and Gretel (2004 762) 

Koralsdie Oper Tonight Rienzi. 
Tomorrow: Gne Nacht in 
Venedig. Wed: Gluck’s Orton. 
Thurs; ballet evening. Fri: Die 
schwergsame Frau. Sat Cost 
ton tutte. Sun: Carmen (2292 555) 


■ GENEVA 

MUSIC 

This year's Christmas show at 
the Grand Theatre is a 
French-ten guage adaptation by 
Alain Marcel of Cole Porter’s 
Kiss Me Kate, opening on Thurs 
and running dally fill Dec 31, 
except Dec 24 and 25 (311 2311). 
Wed at Victoria Hall: Arm in 
Jordan conducts Orchestra de 


la Suisse Romande in works by 
Bach. Zemlinsky and Dvorak (311 
2511) 

THEATRE 

Theatre de Carouge has &- 
production of Goldoni's The 
Rustics opening tomorrow, daily 
till Sun. Further performances 
Dec 29. 31 and Jan 8-24, daily 
except Mon (343 4343). Farces, 
an evening of theatre based on 
Molfere and Dario Fo, can be 
seen at the Comedfe till next Mon 
(320 5001) 


■ MILAN 

The opening production of the 
season at.La Scale is Don Carlo, 
conducted by Riccardo Muti and 
staged by Franco Zeffirelli. There 
are four more performances this 
month and five in January. 
Luciano Pavarotti sings the title 
rote tomorrow. Sat and next 
Tues; Sergei Larin takes over 
on Thurs and in Jan. This week 
also includes performances on 
Wed, Fri and Sun afternoon of 
the Nureyev production of 
Nutcracker. Next Mon: orchestral 
concert conducted by 
Myung-Whun Chung (7200 3744) 


■NEW YORK 

OPERA/DANCE 

Metropotitan Opera Tonight La 
boheme with Veronica Villaroel 
and Lute Lima. Tomorrow and 
Frl: Lucia di Lammermoor with 
June Anderson. Wed and Sat 
afternoon: Evgeny Onegin with 
Mirella Freni and Thomas 
Hampson. Thurs: James Levine 
conducts Die Waikure, with 
Gwyneth Jones, Jessye Norman 


and James Morris. Sat Jen Ufa 
with Gabriela Benackova, Leonie 
Rysanek and Ben Heppner (362 
6000) 

State Theater New York City 
Ballet presents the Balanchine 
production of Nutcracker daily 
except Mon till Jan 3. No 
performances Dec 17, 24, 25, Jan 
1 (870 5570) 

City Center Alvin Alley American 
Dance Theater, till Jan 3 (581 
1212) 

Joyce Theater The Mysteries 
and What's So Funny, 
music-theatre work by Philip 
Glass, opens a three-weak run 
tomorrow (242 0800) 

CONCERTS 

Charles Dutoit conducts this 
week’s New York Philharmonic 
Orchestra concerts at Avery 
Fisher Hall. Tomorrow at 18.45: 
works by Berlioz and 
Tchaikovsky. Thurs, Frl morning 
and Sat Tchaikovsky's First 
Symphony and Prokofiev's Fifth 
(875 5030) 

jazz/cabaret 
B allroom A sleek green-walled 
room with a much-admired 
restaurant/tapas bar. Melba 
Moore is this month's artist 
Shows at 21.00 Tues till Sat with 
an extra show at 23.15 Fri and 
Sat (253 West 28tfi St 244 3005) 
Algonquin Hotel Andrea 
Marcovicci, skilled vocalist and 
lively raconteur, is queen of the 
Oak Room. Shows at 21.30 Tues 
to Sat with an extra show at 
23.30 on Frl and Sat Dining (59 
West 44th St 840 6800) 

Bottom Line A big, airy folk and 
rock club (15 West 4th St at 
Mercer St 228 6300) 

Red Blazer Too in the back room 


you'll find swing bands. Dixieland 
combos and couples sprung from 
the legacy of Fred and Ginger 
(349 West 46th St 262 31 12) 
Rainbow ft Stars Expensive 
cabaret currently running a 
well-received series of composer 
tributes. Shows at 20.00 and 
22.30. Dining. Closed Mon (30 
Rockefeller Plaza, 632 3000) 


■ VIENNA 

OPERA 

Staatsoper Tomorrow: Tosca. 
Thurs: Die Zauberfl&te. Fri: La 
forza del destino. Sat Christoph 
von Dohnanyi conducts first night 
of Adolf Dresen's new production 
of Die Waikure. with Hlldegard 
Behrens, Robert Hale, WaHraud 
Meier and Placido Domingo 
(repeated Dec 22, 26, 29). Sun: 
Nutcracker (51444 2960) 
Kammeroper The company Is 
marking its 40th anniversary with 
a new production of Rossini’s 
II Signor Bruschino. This week's 
performances are tonight Wed 
and Sat Runs till Jan 23 (513 
6072) 

CONCERTS 

Musftverehi 19.30 George 
Albrecht conducts Tonkunstler 
Orchestra in works by Willi, 
Weber and Bruckner, with piano 
soloist Peter Roesel. Tomorrow: 
Rafael Fruhbeck de Burgos 
conducts Vienna Symphony 
Orchestra in works by Weber, 
Schumann and Wagner, with 
piano soloist Bruno Leonardo 
Gelber. Thurs: Plnchas Steinberg 
conducts Austrian Radio 
Symphony Orchestra in a concert 
performance of Duke Bluebeard's 
castle, with Marilyn Zschau and 


Wolfgang Schoene. Frl: Peter 
Schreier conducts Bach's B 
minor Mass. Sun morning and 
Mon evening: Daniel Barenboim 
and the Vienna Philharmonic 
Orchestra play Beethoven's Third 
Piano Concerto and Sixth 
Symphony. Dec 22: Barenboim 
gives a Schubert piano recital 
(505 8190} 

Konzerthaus 19.30 Zoltan Kocsis 
piano recital. Sat and next Mon: 
Adam Fischer conducts concert 
performance of Mitrldate, with 
cast including Eva Mel and 
Jochen Kowalski. Sun morning: 
Martin Sieghart conducts Vienna 
Symphony Orchestra in Mahler's 
Ninth Symphony. Dec 31 and Jan 
1: John Eliot Gardiner conducts 
Beethoven's Ninth Symphony 
(712 1211) 

THEATRE 

A new production of Chekhov's 
Uncle Vanya, directed by Achim 
Benning, opens at 
Akademletheater on Fri. The 
Bu r g the a ter repertory includes 
a new production of Kleist's Oas 
Kathchen von Heiibronn directed 
by Hans Neuenfels (51444 2218). 
Elisabeth, a musical based on 
the life of the child bride of 
Emperor Franz Joseph, can be 
seen at Theater an der Wien dally 
except Wed (588 30265). 
International Theatre, 
Porzellangasse 8. has a stage 
version in English of Dickens' 

A Christmas Carol daily tilt Sat, 
also Dec 21-23 and 29-31 (319 
6272) 

• Telephone sales of tickets 
for the Staatsoper, Volksoper 
and Burgtheater are available 
for holders of credit cards by 
ringing Vienna 5131 513 


mask. The Four Dream Songs 
by Aulis Sallinen, Finland's 
most feted living composer, 
had. a special nocturnal loveli- 
ness. The accompaniments, 
evocatively played by Marita 
Viitasalo, are made up of eerie 
sounds overlapping each other 
in soft focus to set up the 
dream-like atmosphere, while 
the voice sings above. 

Throughout the festival 
another voice has been introd- 
ucing the Scandinavian songs. 
This is Elisabeth Sfiderstrtim, 
recently-retired Swedish 
soprano, who has preceded 
each of the recitals with a talk 
on what the evening's singer is 
about to deliver. On Tuesday 
last, however, Thomas Allen 
cancelled at the last moment 
and she discovered that she 
was introducing herself 

At a moment like this a long 
and varied career into which to 
delve is Invaluable. Soder- 
strom, expertly accompanied 
by Roger Vignoles, gave us 
probably the most far-reaching 
programme of all: Sjogren, 
Nielsen, Peterson-Berger, Kilpi- 
nen, Linde, and Rangstrom. 
The last - Rangstrom has 
been one of the discoveries of 
this festival - composed two 
of the anger's favourite songs, 
including the bleak but tender 
“Den ends stunden”. For once, 
Grieg's waterlily was left in 
peace. 

Recitals sponsored by British 
Airways and Skandinaviska 
BniHlda Ranlwn 


European Cable and 
Satellite Business TV 

(an times C£T) 

MONDAY TO FVUQAY 

cm 

2000-2030, 2300*2330 World Busi- 
ness Today ™ a Joint FT/CNN pro- 
duction witfi Grant Perry and Colin 
Chapman 

Super Channel \ 

0700-0710, 1230-1240, 2230-2240 FT 
Business Daily 

0710-0730, 1240-1300 (Mon. Thurs) 
FT Business Weekly - global 
business report with Jsmss Bellini 
0710-0730, 1240-1300 (Wed) FT 
Media Europe 

071 0-0730, 1240-1300 (Fri) FT East- 
ern Europe Report 
2240-2248 FT Report 

1 Sky News 

2030-2100, 22302300 FT Business 
Weekly 

i SATURDAY 

CNN 

09000930, 1900-1930 World Busi- 
ness TMs W&Gk - a joint FT/CNN 
production ! 

Super Channel 

0830-0900 FT Business Weekly 
Sky Newt 

1130-1200, 1730-1000 FT Media 
Europe 

SUNDAY 

CNN 

1030-1100, 1600-1630 World Bush 
ness This Week 


Super Channel 

1900-1330 FT Business Weekly 
Sky News 

01304)200. 0530-0600 FT Media 
Europe 

1330-1400. 2030-2100 FT Business 
Weekly 
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EC pulls back 
from brink 


THE EC drew back from the brink 
at Edinburgh because its leaders 
saw all clearly the risk of falling 
over the precipice. Sensible com- 
promises. above all over the Com- 
munity budget and the Danish 
question, have re-assembled the 
Twelve around its core aim of 
political and economic integration. 
But the interpretation of how, and 
during what period, this objective 
is to be achieved is now, in most 
parts of the EC, less ambitious, 
and therefore more achievable, 
than that outlined a year ago at 
Maastricht. 

Mr John Mqjor can take pride in 
winding up Britain's problem- 
strewn EC presidency with agree- 
ments restoring a sense of EC bal- 
ance and purpose. Anything else 
would have wrought devastating 
harm to the Community's image 
and its ability to deliver policies, 
both internally and externally. 
Not least, failure in Edinburgh 
would have damaged chances of 
forging a strong relationship with 
the new US administration, and of 
helping alleviate chaos in Russia 
and other parts of eastern Europe. 

Yet the return of consensus in 
no way guarantees that the EC 
can avoid turbulence. Enlarge- 
ment talks with Austria, Finland 
and Sweden are to get under way 
from next month. But the EC 
needs as much as ever to prove 
that it is a club worth joining. The 
resolve displayed in Scotland must 
be translated into action. This 
applies not only to the task of 
making the concept of “subsid- 
iarity” both efficient, and mean- 
ingful to ordinary people. The EC 
must also ensure a positive out- 
come to the Gatt talks, a subject 
left off the Edinburgh agenda 

Currency disorder 

On the economic front, the path 
towards economic and monetary 
union (Emu) now looks less clear 
than a year ago. But this increases 
the urgency for the EC to focus 
efforts on attacking the causes of 
the instability which forced 
Britain and Italy’s departure from 
the exchange rate mechanism. 
Both in tackling currency disorder 
and in curing the Community's 
most pressing difficulty - lack of 
economic growth - there can be 
few grounds for optimism unless 
Germany rectifies disequilibrium 
caused by mismanagement of its 
economic reunification. As long as 
this primary EC fault line 


remains, economic Initiatives such 
as the infrastructure programme 
agreed in Edinburgh will be little 
more than palliatives. 

With the formal entry into oper- 
ation of the “single market" next 
month, the EC has put into place 
measures which represent poten- 
tially the best long-term way of 
allowing the Community to flour- 
JLsh. But without greater confi- 
*dence in shorter-term economic 
prospects - which would be 
improved by lower German inter- 
est rates - the 1993 programme 
will yield less than optimal 
results. Without a resumption of 
growth, the EC's budgetary prob- 
lems, patched up in spite of histri- 
onics from Mr Felipe Gonzalez, 
may resurface. The Emu conver- 
gence targets will be still more 
difficult to achieve. Most impor- 
tant of all, the EC's failure to 
make a real contribution to east- 
ern European revival will start to 
become not merely embarrassing 
but, conceivably, a disaster. 

No schism 

If the Edinburgh meeting has 
re-estabished realism about the 
pace and scope of the Maastricht 
journey towards closer integra- 
tion, it has also resolved some 
doubts about who will be taking 
part. France and Germany have 
expended much rhetoric about the 
need to prevent the Community 
from being over-influenced by 
countries most sceptical about the 
Maastricht process. It Is clear that 
the move to Emu can only take 
place at two, or several speeds. 
Yet Edinburgh demonstrated that 
there will be no fundamental 
schism. Denmark achieved its 
sought-after exemptions from piv- 
otal parts of Maastricht, while 
Britain withstood pressure to 
agree a July 1993 ultimatum for 
securing the treaty's ratification. 

Since it can reasonably be 
assumed that both Denmark and 
the UK will indeed ratify the 
treaty next year, the overall 
agenda for Community policies 
will continue to be set by the 
Twelve, augmented by members of 
the European Free Trade Associa- 
tion (Efta) from the mid-1990s 
onwards. The treaty is far from 
perfect. But in setting out a frame- 
work for more effective co-opera- 
tion, it represents the EC's best 
opportunity for enacting policies 
increasing stability and prosperity 
across the whole of Europe. 


Keeping London 
on the move 


TO STEP into a central London 
restaurant around noon these 
days is to be greeted with a for- 
lorn sight: that of bored execu- 
tives sitting unaccustomedly 
alone, picking at their bread rolls 
and sipping fizzy water. It is not 
that they cannot afford a decent 
meaL They have simply forgotten 
the extent to which recession has 
eased the traffic jams, and arrived 
embarrassingly early for lunch. 

it will not last. Recession may 
have tempered the demand for 
transport in London, but in due 
course an upturn will rekindle the 
lingering sense of crisis about the 
inadequacy of the capital's trans- 
port. If London is to maintain its 
international competitive position, 
the government needs to think 
urgently about how it is going to 
cope with the strains on its infra- 
structure. 

Unfortunately, it shows little 
inclination to do so. True, it has 
fulfilled its manifesto commitment 
to appoint a minister with special 
responsibility for London trans- 
port, but it turns out to have been 
a hollow gesture. The minister's 
role seems mainly to consist of 
being visible and well-intentioned: 
he lacks the budget, staff and pow- 
ers to have any real clout, and 
strategy remains a dirty word. 

Thus, the government's policies 
for London are a hotch-potch. Car 
ownership in the capital is fore- 
cast to grow by nearly 50 per cent 
in less than 20 years, yet badly- 
needed investment in the public 
transport alternatives - suburban 
rail services, buses and the Under- 
ground - is being cut. Urban 
clearways, known as red routes, 
are planned to speed vehicles into 
central London, but there is no 
parking policy to deal with them 
once they get there. In theory, red 
routes should speed up buses, too, 
but the buses are to be privatised 
and deregulated, in all probability 
leading to the sort of free-for-all 
that has already brought disrup- 
tion to some other British cities. 

Jubilee Line 

At least, the government can 
say, it has authorised construction 
of one public transport project: the 
ElAbn Jubilee Line extension. But 
this decision, too, smacks of inco- 
herence at a time when the gov- 
ernment is cutting a third off the 
£750m-a-year investment budget 
fbr tbe rest of the Underground. 


While it is possible to make a case 
for the Jubilee Line scheme for 
the regenerative effect it will have 
on London's Docklands, it is less 
easy to do so if it means leaving 
the rest of the Underground to 
deteriorate into an ever- worsening 
state of decrepitude. It is the 
transport equivalent of adding a 
luxurious extension to a house 
that needs a new roof. 

Given the constraints on public 
spending. It is clear that any 
transport policy for London needs 
not only to be coherent, but to 
identify new ways of funding 
investment. One option is higher 
fares, but that would risk putting 
more traffic on the roads and rais- 
ing labour costs. Besides, passen- 
gers alone should not be expected 
to meet the cost of the communi- 
ty-wide benefits conferred by good 
public transport, such as conges- 
tion relief, environmental gains 
and increased property values. 

Road pricing 

The logical alternative is to 
attempt to capture those commu- 
nity-wide benefits by other means. 
Until recently, two-thirds of Lon- 
don Transport's investment was 
paid for out of a levy on London 
rates, but the linkage was severed 
in 1990 to soften the introduction 
of the community charge. It now 
seems sensible to restore the con- 
nection. at least in the case of 
businesses. Hie Confederation of 
British Industry is today expected 
to urge more investment in the 
capital's transport. The govern- 
ment might test the CBI's resolve 
by asking its London members to 
make good London Transport's 
£250m investment shortfall with a 
10 per cent transport levy on the 
uniform business rate. 

Ultimately, road pricing may 
offer a solution to London's trans- 
port problems by simultaneously 
suppressing traffic growth and 
yielding funds for transport 
investment. But London cannot 
afford to wait that long: U needs 
better transport now. The govern 
ment has rejected the idea of Lon- 
don-wide political structures, pre- 
ferring to exercise direct rule over 
the capital's affairs from White- 
hall. It must now start generating 
confidence that it has an under- 
standing of the capital’s transport 
problems and face up to the 
responsibility for putting them 
right. 


T he Edinburgh summit 
will go down as the 
moment when the Euro- 
pean Community pulled 
itself together and put 
its house in order. 

After months of drift and indeci- 
sion. EC leaders struck a series of 
deals which offer a reasonable pros- 
pect of saving the Maastricht treaty, 
thus ending the political crisis 
which has gripped the Community 
since Denmark rejected the treaty 
last June. 

Even more important, the week- 
end agreement between the Twelve 
on the EC budget and on enlarge- 
ment talks with Austria, Finland, 
Sweden and, later, Norway, pro- 
vides a second, perhaps more secure 
framework for the Community's 
development to 2000. 

“We have solved the Rubik’s cube 
that was laid before us,” declared 
Mr John Major, UK prime minister, 
shortly before midnight on Satur- 
day in the packed media centre at 
Meadow bank sports centre. Other 
EC officials agreed that the much- 
derided UK presidency bad indeed 
pulled off a high-stakes gamble. “By 
making everything interdepen- 
dent,” said a Brussels official, “tbe 
British turned Edinburgh into an 
all-or-nothing summit” 

In the post-summit afterglow, it 
was easy to overlook that success 
bad come at a price. The legally- 
binding exemptions from Maas- 
tricht obtained by Denmark go to 
the heart of the EC's ambitions as 
agreed in the treaty signed in 
December 1991, notably the goal of a 
single European currency by 2000 
and a common EC defence policy. 

Nor did the summiteers tackle in 
a serious fashion the broader crisis 
in the EC. A continental recession 
is spreading into Germany. The 
exchange rate mechanism (ERM) 
continues to be plagued by instabil- 
ity. Beyond Its borders, the EC faces 
the threat of the Yugoslav crisis 
turning into a wider Balkan war. A 
sobering reminder of this came on 
the eve of the summit when lm 
Greeks took to the streets in Athens 
to protest against possible EC recog- 
nition of the former Yugoslav 
republic of Macedonia. 

The Macedonia issue underlines 
the limits of the EC's powers, espe- 
cially in dealing with a recalcitrant 
member, in this case Greece. Faced 
with the Greek government's oppo- 
sition to possible Community recog- 
nition of Macedonia, EC leaders 
pledged a “substantial" package of 
aid to the former Yugoslav republic 
and held out the promise of World 
Bank and Internatonal Monetary 
Fund assistance; but they ducked 
the fundamental issue. 

Yet with some justification, Mr 
Mtyor can argue that, without a set- 
tlement of the EC’s internal prob- 
lems, there is little prospect of turn- 
ing the Community's attention 
outward. The breadth of agreements 
reached at Edinburgh give the EC a 
genuine chance of a “relaunch" 
next year when, in a comic twist of 
fate, the UR hands over the presi- 
dency oE the EC to Denmark. 

The Danes represented the most 
pressing issue at Edinburgh: how to 
resolve Danish demands for opt- 
outs on Maastricht, without re- 
opening the treaty or requiring re- 
ratification of a new treaty by mem- 
ber states. Without an agreement 
on the Danish issue, the summit 
was doomed to failure. 

Given the legal acrobatics 
involved in finding a solution. EC 
leaders strove to convince observers 
that they had made the Danes 
sweat. Yet the outcome left Den- 
mark with all of its substantive 
demands intact, including exemp- 
tions from the third phase of mone- 
tary union when the Twelve are 


The Edinburgh summit’s successful 

conclusion has put the Community back 
on track, writes Lionel Barber 

The Maastricht 

journey resumes 



UK’s John Major, left, Spain's Felipe 


top right, and Chancellor Helmut Kohl 


supposed to move to fixed exchange 
rates by 1999 at the latest; a com- 
mon EC defence policy, common EC 
citizenship; and cooperation on jus- 
tice and immigration matters at a 
Community rather than inter-gov- 
ernmental leveL 

The Danish deal was made even 
more palatable by some usefiil prac- 
tical steps on making EC derision- 
making more open and the bureau- 
cracy less intrusive. In future, votes 
in the Council of Ministers will be 
published and some policy debates 
will be open to the public. The 
European Commission has also 
agreed to exercise more restraint in 
proposing legislation; but a prom- 
ised hit-list of EC directives for 
scrapping fell for short of Britsh 
hopes. 

Foreign diplomats in Edinburgh 
said the D anis h deal looked like the 
EC was turning into a Community k 
la carte, where members can pick 
and choose what they like. Yet 
there is a precedent: a year ago the 
UK rejected Maastricht's social pol- 
icy chapter and reserved its right to 
take pari in a common currency. 

Others took a more charitable 
view with a topical comparison 
with the royal marriage. “It's like 
Prince Charles and Diana,” said a 
German EC-watcher, “Denmark has 
chosen the path of separation but 
not divorce.” 

Whatever its legal niceties, the 
D anis h package comes down to raw 
political expediency: how to ensure 
that the Danish people approve a 


second referendum on Maa s trich t 
at the end of April or early May. Or 
as one UK official put it “The goal 
of the summit is to save Maastricht, 
irrespective of its contents." 

Both Mr Poul Schlueter, the Dan- 
ish prime minister, and Mr Major 
pointed out that without ratifica- 
tion of Maastricht by all Twelve 
there can be no treaty, indeed, the 
British prime minister refused to be 
drawn on his own ratification time- 
table beyond a promise to complete 
“hard on the heels" of the Danish 
vote. 

T he Anglo-Danish shilly- 
shallying on Maastricht 
plainly infuriated most 
EC leaders. Over lunch 
on Friday, Belgium took 
the lead in warning Denmark gn fi 
Britain that they could not stop the 
Ten pressing ahead “with the sub- 
stance of Maastricht”. Virtually all 
the other leaders joined in; but no 
one ventured to predict what wifi 
happen if the Danes. say No once 
again next spring. 

There is considerably more cer- 
tainty about the EC budget. Tbs 
summit’s seven-year budget deal is 
a big achievement because it 
removes the one issue always guar-, 
anteed to fray tempera and produce 
political stalemate: money. 

The Edinburgh package allows 
the Community to plan far the 
fixture with a degree of security, 
just as it didin February 1988 when, 
once again, German generosity 


broke the logjam. Mir Jacques 
Delors, European Commission presi- 
dent who before Edinburgh railed 
against the risk of creating an EC 
itm on the cheap, appeared satis- 
fied: I have got 85 per cent of what 
[ wanted.” 

The budget deal is a compromise 
between north and south - or 
between the rich and poor members 
of the EC But by contrast with 
.1988, Chancellor Kohl on this occa- 
sion has become a reluctant pay- 
master. Burdened with the costs of 
unification, Mr Kohl insisted that 
the Twelve commit themselves to 
begin enlargement negotiations 
with Austria, Finland and Sweden 
early next year. The accession of 
the richer northern states by 1996 
fits the. German, goal of spreading 
the budget load. 

For Spain, which led the fight for 
more development funds, the deal 
offers firm numbers on so-called 
s tructura l and cohesion funds fun- 
nelled to the poorer members of the 
Community, including Greece, 
I reland- and Portugal. In real terms, 
Spain can claim that it has won a 
doubling of .these 1 funds by 2000. In 
effect, the increase in funds is the 
“bribe” for southern members to 
pursue the budgetary discipline nec- 
essary, to meet the strict criteria to ' 
qualify for European monetary 
union (Emu) 

Yet the 1 question is whether the 
goal. af-Smu is still feasible. The 
summit's limited agenda was again 
underlined by the leaders' unwill- 


ingness to discuss the turbulence in 
the exchange rate mechanism 
which- has plagued the system since 
Denmark’s No vote in June cast 
doubt on monetary union. 

Instead. EC finance ministers 
agreed to a modest serious of mea- 
sures aimed at stimulating growth 
in the Community, mainly through 
co-ordinated measures aimed at 
boosting capital spending in west 
and east Europe. 

The European Investment Bank is 
to set up a temporary lending facil- 
ity of EcuSbn f£4.04bn) to finance 
roads and telecommunications pro- 
jects with more flexible lending cri- 
teria. The summit also agreed to set 
up a new European Investment 
Fund with Ecu2bn of JSiB capital to 
provide guarantees to small and 
medium -sized businesses. But UK 
claims that the combination would 
stimulate private finance for 
Ecu24bn worth of projects look far- 
fetched. 

C ynics might dismiss the 
growth package as a 
confidence trick. But 
confidence is just what 
tbe Community needs 
after the buffeting of recent montlis. 
This is why the enlargement talks 
with the Austrians and Scandina- 
vians are viewed as so important by 
Mr Delors, Chancellor Kohl, Mr 
Major and President Francois Mit- 
terrand. 

Besides persuading Denmark that 
it cannot afford to be left out of tbe 
EC, the enlargement talks are also 
aimed at recapturing the dynamism 
of the late-1980s when the EC 
embarked on its goal of a single 
intergrated market by the end of 
1992 and a common European cur- 
rency by 2000. 

Yet the lesson of the summit is 
that, while almost every member 
state believes enlargement is a good 
tiling, they each have a slightly dif- 
ferent impression of what it will 
mean for the EC as a whole. 

Late on Friday night. Chancellor 
Kohl spoke expansively of a Com- 
munity stretching eastwards to 
include Poland, Hungary, tbe Czech 
and Slovak Federation, and the Bal- 
tic states - but not Romania, Bul- 
garia, Turkey or the Balkans. For 
Mr Kohl, enlargement should help 
the EC absorb the German giant at 
the centre of Europe while also giv- 
ing the Community the resources to 
become an equal partner with the 
US and Japan. 

Britain, too, shares the desire for 
a wider EC. But the UK is far more 
waxy of loose German talk of "polit- 
ical union” and is deeply sceptical 
about the EC’s chances of pulling 
off Emu. France - pulled along by 
Germany - now appears reconciled 
to the fact that the Community 
must first widen its membership 
before tackling the problem of 
“deepening' 1 EC institutions. 

Hie institutional problems raised 
by an enlarged Community will not 
go away. More members surely 
means more majority voting in tbe 
Council of Ministers; it may mean, 
too, a greater role for the European 
Parliament; it could even require a 
new EC constitution. 

The uneasy compromise reached 
at Maastricht - a mix of intergov- 
ernmental cooperation and tenta- 
tive federalism - will hare to be 
revisited, most likely at a confer- 
ence to review the treaty Ini 1996. 

For the moment, Mr Major is 
savouring the satisfaction of a job 
well done. Criticism of the UK presi- 
dency was, in hindsight, overdone. 
Thanks to a combination of clever 
legal drafting, meticulous prepara- 
tion on the budget, and a little help 
from Chancellor Kohl and President 
Mitterrand, Mr Major can rightly 
claim that the EC is back on track. 


Samuel Brittan 


Boy who cried 'shoots' 



We all know the 
story of the boy who 
cried “wolf" so 
many times as a 
hoax that when 
there really was a 
wolf no one believed 
him. But what do 
we call his cousin, 
who announced 
imaginary good news so frequently 
that he, too, was disbelieved when 
right? Tbe best I can suggest is “the 
boy who cried ‘green shoots'". 

The long-awaited Treasury 
monthly report, published last 
Thursday, is not written by either 
kind of boy. But it contains a far 
more comprehensive set of indica- 
tors than anything published on as 
timely a basis by academic Insti- 
tutes. private analysts or the press. 
The value of the report is as an 
example of both the economies of 
scale and of a public good. Govern- 
ment economists and statisticians 
can provide a more comprehensive 
service than almost anyone else and 
it is absurd that publication has 
been so long delayed. 

The most important uncertainty 
on the monetary and inflation front 
is whether the depreciation of ster- 
ling will pass through into domestic 
prices in the next year or two - 
thus devaluing the pound in your 
pocket - or whether the depressed 
state of demand and activity will 
stop the pass-through. Sterling's 
departure from the ERM Is far too 
recent for even a tentative answer 
to appear in the latest indicators. 

The December Treasury report is 
thus more interesting on the real 
economy. The impression given is 
of an economy that has bottomed 
out in terms of real demand and 
output There are a few indicators 
such as cash balances (MO), corpo- 
rate borrowing and retail sales sug- 
gesting something a bit better. But 
wise people will not shout “green 
shoots” until they have seen them 
springing out of the ground. 
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One analyst complained that- the 
monthly report did not even restate 
the government's own goals and 
objectives. But that is to assume 
that “the government” knows than 
itself. For instance, is the objective 
of macroeconomic policy confined 
to keeping inflation within the 1 to 
4 per cent band explained by the 
chancellor to the Treasury commit 
tee immediately after departure 
from the ERM? And is the talk of 
“going for growth” just mood 
music? Or are there output objec- 
tives as well? We have not a due. 

My main technical criticism of 
the report is that there is almost 
nothing that enables one to evalu- 
ate the gap between output and 
capacity, either in terms of physical 
capacity or the margin of unem- 
ployed labour. This cannot be right 
An x per cent growth of output 
must mean something different in 
the aftermath of a deep slump to 
what it means when production is 
pressing against the Unfits of capac- 
ity. 1 have tried to remedy the defi- 
ciency by adapting a Goldman 
Sachs chart. This suggests, at first 
sight that the gap between output 
and capacity is now so large that a 
hefty kick-start is indicated. 

In the Goldman Sachs version,' 


i % 

however, the greater part of the clot- 
put shortfall appears to be due not 
to depressed home demahdlmt the 
trade deficit In other words, reces- 
sion conditions are due mainly to 
the diversion of British'demand into' 
imports and tbe export slowdown. 

My own suspicion is that part of 
the overseas gap is temporary; rep- 
resenting depressed international 
conditions, especially lh Europe. 
Fart represents remaining deficien- 
cies In the trade statistics: Another 
part may be remedied by sterlings' 
depredation, if that . Is not , com : 
pletely -eroded by domertic infla- 
tion; Yet ^"further part may he off-: 
set . by . .sustainable : Inward 
investment' and thus allowed to nln. 

In -the level -of usable 

capacity' may be less than suggested 
by the timid fine, in; that case itoe 
recession gap that can be* safely 
closed either by policy measures or' 
by spontaneous recovery is that 
much smaller. -Such hardy articu- 
lated ideas -may help to rationalise 
t ftn /rffiriai penchant -for a modest, 
initial recovery. But wttb^raqnft . 
concept of capacity output toft its. 
trend* evtet the best of economic 
reports is just a string qf numbers 
to- be tagged af the teat tit execu- 
tive summaries. ' 
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FT CONFERENCES 


EUROPE - THE WAY FORWARD 
Paris, 10 & 11 February 

This major business lorum, arranged by tho Financial Times in 
association with Lea Echos. Will locus on ihe way forward for Europe. 

' The conference lakes place si a critical moment an the development of 
Ihe European Community, In Ihe allermath of Ihe monetary crisis and jusl 
after. the January *93 deadline lor Ihe opening of die Single Martel. 
Mr Pierre BWgovoy, Prime Mrmsier of France. Or Hans Trelmeycr, 
Deputy Governor of the Deutsche Bundesbank. Mr Dominique Sirauss- 
Kahn. French Minister ior Industry and Foreign Trade and Mr Arthur 
Dunkel, Director-General of GATT, are. among the eminent panel ol 
speakers who wffl share their views on a whole series of questions on 
Europe's future. 

THE LONDON MOTOR CONFERENCE 
London, 22 February 

The-aim. of this year's meeting is' lo. discuss, the challenges and 
opportunities facing Ihe European 'motor mantriaddring and components 
Industry and review developments in distribution and franchising. 
Speakers include: Mr -Bill* Ebbert. Chairman and Managing Director, 
Vauxhatf Motors Limited; Mr John Towers, -Group Managing Director of 
Rover Group Lid. Mr Trevor Bonner;. Managing Director of Automotive 
Drive line Systems Division at GKN pic and Professor Gard Rhys. QBE, 
Professor ol Motor Industry Economics el Cardiff Business School. 

CABLE & SATELLITE BROADCASTING 
London, 23 & 24 February 

This Financial Timas elevwitf) annual conference takes place atone of 
the most. dramatic moments in die. development of the new media Mulfi^ 
-charm! television in the UK and other European countries is beginning to 
become a major business. Across Ihe world new international television 
channels are changing the laca_ol the media. Ibis two-day. mealing - 
brings together a dialing uislied panel of speakers to review thfese 
Important issues; tits side of progress of -the-new tefevisnn channels, 
their efloct'oi the conventional television companies and tHo associated 
business, investment and- regulatory issues. Speakers.. include: Sir 
George Russell oi ihe. Independent Totbvison Commission j Sir Bryan 
Carsberg of the Office of -Fair Trading: Mr John Birt of ihe BBC; Dr 
Buridiard Nowotnyipl Doulseho WoBe; Or Pierro Meyrai ol Society 
. Eurapeenne des Sotefluoa and Mr V/Bfiam W flobdy of MTV Europe 

Transport in Europe - creating the. 

INFRASTRUCTURE FOR WE FURTURE 
London, 2 & 3 March :. ..’ 

The .conference wiij examine a broad range of policy issues lor: 
Sberafeing and harmonising transport in' Europe, financing infrastructure 
Improvements and the development of pan- European integrated 
'.transport systems- Speakers include: The Rt Hon John MacGregor 
_QB£, MP< UK Secre&y of State lor Transport; Prof. Dr Gunther. Krause, 
-German" Federal Minister of Transport;' Mr.Capel-Ferrerbl the UW " 
’ Economic Committce'lor Europe,' Mir John WefabyoT the Bnli^ "Railways 1 
; Board; Mr PiU Treurnann otthe" European Investment. Banh: .Mr Gunther 
Hwirajch - of the Austrian Mmatry of ; Public Economy and Transport; 
Dr : Andrto Timar ol the Hungarian Ministry of Transport:' Mr Chi istoplter . 
Garnett . of Eurotunnel and . D«l A drian :Von Ooerntxtrgof Deutsche 
Lufthansa. ‘ 
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“Aft enquiries should bp tHhfres sad to Financial Timur Conference 
Organisation. 102-108 .Ctof te ft w efl TRoarL LondahEClM 55A. : 

, TeJ ; 07 L-S14 0770 (S4-hr,answering service) TetouL 27347 FTCONF G, . 
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Menu to make a leaner 
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and fitter bank 

Barclays faces some awkward choices if it is to regain its position 
as Britain’s most profitable high street bank, writes John Gapper 


J ust for now, while its 
headquarters in the City 
of London are re-built, 
and its directors struggle 
to restore its battered rep- 
utation, Barclays Bank has 
taken up residence in the 1810 
Johnson Smirke building at 
the old Royal Mint Visitors to 
the grandest high street bank 
In Britain are still served hmch 
on fine china, and wine In cut 
glass. But the main course is 
humble pie. 

“We are not doing well, we 
are not giving our shareholders 
value, and we have got to do 
better," says Mr Andrew Bux- 
ton, the chief executive. “We 
must learn from the mistakes 
of the past, and improve sub- 
stantially," says Mr Alastair 
Robinson, director of the bank- 
ing division. “I don't know if 
we were dumber than others, 
but we were certainly dumb,” 
says Mr Joseph DeFeo, director 
of service businesses. 

This public hand- wring in g jjg 

new for Barclays. While the 
other high street banks went 
through troubles in the past 
five years, Barclays seemed to 
s tand above the fray. Until last 
year, it was Britain's most 
profitable bank - making pre- 
tax profits of £L39bn in 1988 - 
as well as the largest by asset 
size. But in the past year, it 
has beat beset by problems. It 
is likely to make only a nm«n 
profit this' year - possibly 
even a loss - because of bad 
debt provisions estimated by 
analysts at about £2bn. 

This presents the bank with 
an awkward choice. If it cuts 
the final dividend, it risks 
alienating shareholders who 
backed a £922m rights issue in 
3988. This was the used 
for an DlfUdged expansion in 
lending, including a rise in its 
£8.5bn portfolio of property 
loans. Yet maintaining the div- 
idend - at a cost of some 
7.192m - would weaken its cap- 
ital base. 

Barclays has tried to signal a 
fresh start by appointing Mr 
Buxton as chairman and chief 
executive. Sallowing Sir John. 
Quinton's retirement this 
month. But the move has pro- 
voked controversy over 
whether Mr Buxton, the man- 
aging director under Sir John, 
should combine the roles. After 
meeting unhappy institutional 
investors, Mr Buxton said last 
week that the roles would be. 
split “in the long term". 

Mr Buxton Is pleading for 
him He knows Barclays faces 
renewed criticism when the 
full-year results are published 
in March. He believes a firm 
improvement in profitability 
will only emerge in 1994, with 
next year being a time of 
“recovery*'. 

But he has set an ambitious 
long-term target IS per cent 
post-tax return on equity 


Piris tops the 
summit 

d) 

y ■ If there was ever a 

lawyer-of-the-year award then 
Jean-Claude Piris, head of the 
legal service at the European 
Council, deserves it. He is the 
unsung hero of the Edinburgh 
summit for the way he helped 
devise a solution to Denmark's 
demands for legally binding 
exemptions to the Maastricht ■ 
treaty. 

A graduate of the elite Ecole 
Rationale d’Administratlon. 
the 49-year-old Piris is a rare 
breed of international civil 
servant A lawyer by training, 
he also possesses a keen 
political instinct as shown by 
his conviction that, in the end, 
tile Danish question was 
always a “matter of 
presentation.” 

k His political nose, wefl-honed 
*' by stints in the UN and the 
OECD as well as the Brussels 
bureaucracy, proved 
indispensable as he joined 
lawyers from the British 
Foreign Office in finding a 
solution to the Danish 
problem: how to meet 
Copenhagen's demands for 
legally-binding opt-outs from 
Maastricht without re-opening 
the treaty or triggering 
re-ratification in member 
states. 

Before and during the 
summit, Piris faced what 

amounted .to a Spanish 

inquisition, first from foreign 
ministers, and then from heeds 
of government on whether his 
wording nndemdned the letter 
and spirit of the Maastricht 
treaty, hi the end, the 
agreement reached cm 
^.Saturday drew praise all 
w round. EC president Jacques 
Delora, described it as 
"extremely subtle", and Danish 
officials said it was "devfljshiy 
dever”. 

Piris, who speaks fluent 
English, had a broad idea of 
bow to resolve the Danish 
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within five years. This would 
require pre-tax profits of £1.4bn 
at current equity levels. 

Senior Barclays managers 
want to do three things to 
reverse the bank's fortunes. 
First, to draw a line under the 
past; second, to implement 
tougher operating methods; 
third, to put in plats a coher- 
ent stra te gy for the fhture. Mr 
DeFeo behaves if they achieve 
these, they deserve a reprieve. 
But even he accepts that clem- 
ency cannot last forever. If 
results do not improve in time, 
“I would, sack us all, and 
rightly so,” he says. 


bank’s first aim of drawing a 
line under the past has proved 
hard. Mr Buxton’s association 
with family control has exacer- 
bated the dispute over his 
appointment as both chairman 
and chief executive. In addi- 
tion, the bank is still dealing' 
with its past lending. One 
example is Ixnry, the struggling 
property company, to which 
the bank lent £440m. Barclays 
has already made one provi- 
sion of £I40m, and is expected 
to disclose a further one of at 
least £XOOm shortly. 

fis second aim is achieving 
more efficient operations. In 


Barclays is likely to make a small profit 
— possibly even a loss — because of 
bad debt provisions of about £2bn 


The degree to which Bar- 
clays achieves these aims will 
depend on an old tension 
within the bank: how rapidly it 
should leave the past behind. 
The past exerts a strong puli' 
Barclays was formed by a 
merger of local family banks in 
1894, and members of the fami- 
lies have traditionally fanned 
its top management Although 
Sir John was not a member of 
the families, Mr Buxton's fam- 
ily was involved with the Over- 
end Gurney Bank, which was 
absorbed by Barclays. 

This is one reason why the 


branch banking this means 
increasing the use of technol- 
ogy, so as to cut jobs. It now 
intends to shed 18,000 of its 
80,000 employees between 1991 
and. 1990. This is welcomed by 
analysts. Mr Rod Barrett, of 
Gol dman Sachs, says cutting 
costs is the most direct way in 
which Barclays can improve 
profits over the next two years. 

Yet the bank most cut num- 
bers white trying to improve 
service. Mr Robinson says rela- 
tions with customers are 
strained. Many small busi- 
nesses have complained about 


question as early as last 
September. But it was only 
In the final weeks before the 
Edinburgh summit that the 
UK presidency called upon 
Piris. like the battle of 
Waterloo, it was a close run 
thing. 


Damage control 

■ The Chicago Board of Trade 
couldn't have asked for better 
weather far the launch of its 
new catastrophe insurance 
futures contracts. As trading 
began on Friday, gate force 
winds, rain, and flooding 
brought New York city to a 
halt and battered the East 
coast 

Unfortunately, the first day’s 
trading volume was virtually 
non-existent because the New 
Jersey-based property claims 
reporting service, that the 
CBOT relies upon to keep 
traders informed of estimated 
damages, was put out of action 
by mother nature. ' 


Dr Who? 

■ Interesting to see whether 
the halo of Dr Gwyn Jones, 
the soon to depart chairman 
of the Welsh Development 
Agency, survives in tact after 
today's grilling by the 
Commons Public Accounts 
Committee- 

The 44-year-oldJones, one 
of the young t hr us te rs of 
Welsh business, has done a 
good job raising the profile 
of the WD A and attracting lots 
of well known foreign - 
companies to invest in the 
valleys. But the National Audit 
Office, the independent official 
watchdog, has taken his 
agency to task for the size of 
its golden handshakes - 
roughly a quarter of the staff 
have bear made redundant 
over the last three years - 
and its policy of free petrol 
for WDA bosses. The 
irregularities were not big 


hwx 
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Tt can’t be that difficult If 
John Major can do IP 

enough to cause the WDA’s 
accounts to be qualified, but 
they have pricked the interest 
of the PAC. 

For a man occasionally 
mentioned as a future boss 
of the Confederation of British 
Industry or even chairman of 
the BBC, Jones needs to prove 
to the PAC that he is just as 
much at home with the fine 
print as he is with the big 
picture. 


Chatting up 

ti The men in charge of 
repairing the reputations of 
two much-maligned public 
figures were working overtime 
yesterday. First on the phone 
was Colin Byroe, the Labour 
party's former chief press 
officer now in the Prince of 
Wales’ employ . 

Had Observer noticed that 
Donald Keough, president of 
Coca-Cola, was among the 
corporate chieftains backing 
the Prince of Wales Business 
Leadere Forum? Indeed, it says 
something for the POWs 
growing international pulling 
power If bis forum can recruit 
top executives like Keough 
and Volkswagen chairman 


the bank's tighter lending pol- 
icy. "It is important to re-estab- 
lish relationships of trust with 
our customers," he says. Mr 
DeFeo says it will take up to 
six years to install the technol- 
ogy needed to improve analysis 
of Loan risks and provide 24- 
hour telephone banking. 

En Investment banking, 
greater efficiency means being 
selective about the type of 
business it seeks. Mr David 
Band, chief executive of the 
BZW investment banking divi- 
sion, says BZW has wasted 
energy by trying to compete 
with banks such as Deutsche- 
bank within their own coun- 
tries. He says BZW needs to 
seek cross-border business 
where it cam offer a competi- 
tive advantage. “There is no 
point in throwing money at 
everything. We have had a 
blunderbuss approach, and we 
must aim more carefully with 
a rifle," he says. 

The third of establish- 
ing a coherent future strategy, 
is probably hardest of afl. Mr 
Buxton has drawn up a five- 
year plan, with the aim of mak- 
ing Barclays “a European bank 
with global reach”. What this 
means is not dear. He wants to 
develop its SO branches in 
France - acquired through 
buying L'Europeene de Banque 
last yep - and 220 branches 
in Spain. Yet in Germany, it 
will eschew branch banking: 

The emphasis on interna- 
tional expansion raises the 
question of balance between 
branch and investment bank- 
ing. Mr DeFeo says Barclays 
must reduce its reliance on UK 
branch banking because the 
difficulty of reliable risk man- 
agement means its earnings 
will otherwise be “jerked 
around in huge cycles" with 
the economy. In the US, Bar- 
clays has decided to concen- 
trate on investment banking 
after making losses on its 
branch network. 

In healthier times, the bal- 
ance might be achieved 
through competition between 
the two divisions for capital 
depending on which made a 
greater return. Yet as Mr Band 
says, this is hardly possible at 
the moment because "on 
recent results, you would not 
allocate capital to anyone". At 
least for a few years, the bal- 
ance will have to be decided 
more by directors' judgement 
than by figures. - 

For the moment, the main 
figure that concerns directors 
is Mr Burton’s target of IS per 
cent post-tax return on equity. 
Analysts and directors agree 
there is virtually no chance of 
achieving that next year, while 
this year’s profit will be puny 
at best It is likely to be some 
time yet before there can be a 
change on the lunch menu at 
the Johnson Smirke building. 


Carl Hahn to pontificate on 
corporate social respongibiliiy 
in the latest edition of First 
magazine. In the past the 
Prince’s choice of business 
leaders seems to have been 
driven more by people who 
want to know him, rather than 
people be should get to know. 

Observer's second call of 
the day was from an aide to 
Ams trad’s Alan Sugar pointing 
out that his boss had just 
opened the £800,000 Sugar wing 
of an old people’s home in 


Well done Alan, but in terms 
of corporate good deeds, it falls 
well short of Gerald Ronsan’s 
generally unpubUdsed 


Tempus Fugit 

■ It is corporate diary time 
again and a couple of US diary 
dates catch the eye. 

National Condom Month 
falls in February, and Global 
Understanding Day on March 
26 should be fruitful. 
Americans are exhorted to 
spend April 2-4 soberly, as it’s 
Alcohol-Free Weekend. And 
get the brain clear for April 
- Matiiptnatirs Education 
Month. Can't wait. 


Gunplay 


■ Now far a quiz about 
gunfightera of the old 
American West Answers by 
mail, or fax to 071-873 3906 - 
not telephone, please - by 
noon on Friday when the first 
topecoring entry out of the 
bat win win a bottle of malt 
whisky. 

1 Name The Magnificent 
Seven. 

1 Which western gunfighter 
ended his working Kfe as 
sports editor of the New York 
Morning Telegraph? 

3 Which one was married, 
albeit briefly, to Mrs Thatcher? 

4 Which rival did he dispose 
of and so win her affections? 
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Money not 
well spent 

From Mr Allan JBtocft. 

Sir, I was surprised to read 
that, in spite of low profit, Pilk- 
ington decided to maintain its 
interim dividend, funded 
largely from reserves (“Pilking- 
ton raids reserves for divi- 
dend”, December U). 

It strikes me that the 
short-term interests of the 
shareholders are being met to 
their long-term disadvantage. 
As national officer of the GMB 
union representing many Pilk- 
ington employees, I cannot 
believe that Pilkington 
reserves could not have been 
better, spent on research and 
development to maintain its 
technological lead, on new 
training initiatives to increase 
the sMUa of the workforce, on 
capital investment to replace 

some of the jobs (he company 
has lost or plans to Use, or on 
a mixture of all three. 

From a leading company 
that had a reputation for plan- 
ning ahead and looking after 
the interests of its employees 
this seems to me to be the 
worst Mnri of short-termism. 
Allan Black, 

GMB, 

22-24 Worple Road, 

London SW19 4DD 

Low gas prices 
a loss leader? 

Front Mr Roger Backhouse. 

Sir, The report by Prof Step- 
hen Uttlechfid, the electricity 
regulator, into the “dash for 
gas" misses one important pos- 
sibility. It is common practice 
for a new supplier aiming to 
establish a new market to 
lower prices as a loss leader. 
The gas industry is offering 
lower prices now but is 
unlikely to be able to sustain 
them. If thus has the effect of 
knocking most of the coal- 
based competition so much the 
better for the new supplier. 
However, the long-term effect 
will be to increase both. elec- 
tricity and gas prices. 

There is no sign Prof Little- 
child has taken this into 
account His evidence should 
therefore be treated with con- 
siderable caution. 

Roger Backhouse, 

112 Thorold Road, 

Word, Essex TGI 4EY 


Analysis of monetary union in 
danger of missing real benefits 


From Mt Maximilian 
CarteUieri 

Sir, It is disappointing to wit- 
ness how the debate on Euro- 
pean monetary union risks 
being reduced to an exchange 
of non-objective views by the 
nostalgic representatives of 
one or another conviction. 

It simply does not do justice 
to the facts for Prof Martin 
Fbldstetn to reduce the gains to 
the UK from monetary union 
to those arising from the feet 
that a single currency would 
“simplify UK business dealings 

within the EC,” (Personal 
View; “The ultimate opt-out", 
December 9)- Or to assert that 
those “are small in comparison 
with the higher average cycli- 
cal unemployment in Britain 
that would result from the loss 
of a national monetary policy 
and of a currency that 
responds to market forces to 
maintain competitiveness”. 

First, even supporters of 
Emu recognise that savings 
from transactions costs under 


Emu would amount to, at 
most, 1.5 per cent of GDP. But 
this Is beside the point, 
because these are a by-product 
rather than an objective of 
Emu. The most important ben- 
efit for UK business is the 
removal of long-term exchange 
rate uncertainty, which under 
the current system of Coating 
rates increases the risks of 
doing business in EC countries 
and for which forward facilities 
barely exist at alL 

The main benefit for the UK 
economy as a whole is the 
prospect of escaping from the 
inflationary boom-and-bust 
cycles that have characterised 
economic policy in the past 
The larger credibility of an 
independent European central 

bank makes it likely that this 

goal can be reached at lower 
cost than is possible under 
present arrangements. 

Prof Peldstein claims that 
UK unemployment would 
increase as a result of the loss 
of national monetary policy. 


Why should it? It is well 
known that the UK is charac- 
terised by real-wage rigidity, 
and that the temporary gains 
is competitiveness from deval- 
uation are quickly eroded 
through higher inflation. 
Britain cannot price itself back 
into world markets simply by 
devaluing. 

Prof Feldstein's other claim, 
namely that under Emu mone- 
tary policy might be deter- 
mined by politicians and not 
by central bankers, has even 
less factual basis. The ECB will 
be more independent tha-n the 
Bank of England is at present 
- if he fears politically moti- 
vated interventions into mone- 
tary policy, the ECB is the best 
way to reduce this danger. 

Weighing up publicly the 
pros and cons of a big decision 
such as Emu is crucial - but it 
is time that the debate is again 
based on facts and analyses. 
Maximilian CarteUieri, 

41 Palace Gardens Terrace, 
London WS4SB 


Simpler method of assessing council tax 


From Mr James R Adams, 

Sir, Mr Bradman (Letters, 
December 5) underestimates 
the problems householders face 
with the (in)equity of the coun- 
cil tax, and exaggerates the 
step s needed to improve it 
The fact that the date for 
national valuation is April 1 
1991 for everyone does not 
mean that everyone feces the 
same prospect of being in the 
wrong band. Since that date 
the proportion of properties in 
the Granada TV region falling 


into the A band has declined 
from 4Z.6 to 35.1 per cent; in 
the Thames TV region, the pro- 
portion has increased from 10.7 
to 13.4 per cent Even within 
the same area different types 
of property have behaved dif- 
ferently in price terms. 

The simplest way of assess- 
ing property tax, as we pointed 
out to the Treasury at the 
time, is to proportion pay- 
ments to the number of rooms 
in the dwelling. This can 
readily be self-assessed (and 


would have saved millions of 
pounds of tax-payers' money 
had it been) and checked, and 
will not change unless the 
owner wishes it to. It has jus- 
tice in that the over-crowded 
pay less than those with 
greater amenity, while most 
people will pay more or less in 
proportion to their demands on 
the services provided. 

James R Adams, 
chairman, Adams Residential 
Property Index 
5 Langley Street, London WC2 


Realism needed for UK leisure training 


Prom Ms Janet Salmon. 

Sir, The leisure industry 
employs 2.4m people and the 
tourism industry alone earned 
£7.1bn in foreign exchange in 
1991. Its ability to provide a 
top-class service and a quality 
product is important to the 
economic health of the coun- 
try. 

The survey on progress 
towards the UK training tar- 
gets for national vocational 
qualifications (NQV) in the lei- 
sure industry, showed that the 


training target of 50 per cent of 
the workforce to be working 
towards NVQ level 3 by 1996 is 
optimistic, based on tire pres- 
ent progress. 

The Confederation of British 
Industry and the government 
should consider setting more 
realistic and achievable tar- 
gets. The structure for the pro- 
vision of NVQs is complex and 
overlapping and consideration 
should be given to reducing 
the number of awarding bodies 
and industry lead bodies. Total 


quality management and 
national vocational qualifica- 
tions are “synergistic” 
approaches which need to fell 
under one. rather than two 
government departments. 

National vocational qualifi- 
cations must be Implemented 
in a streamlined and cost effec- 
tive manner, if Britain's leisure 
industry is to compete with 
Europe. 

Janet Salmon, 

20 Amherst Road. 

Ealing, London W13 SND 


MONEY 

TALKS 

BUT ONLY IF 
IT ARRIVES 

ON TIME. 


With IBOS Euro-Banking 
Services, international money trans- 
fers wOl arrive instantly. 

Good news surely, for those of 
us who have waited anything up 
to two weeks for our money to 

come through. 

Pioneered by The Royal hank 
of Scotland in the UK, IBOS stands 
for Inter Bank On-line System and 
at long last makes possible instant 
money transfers from and to the UK. 


This highly efficient and 
cost-effective system is already 
operating between the UK and 
Spain in a link-up with Banco 
Santander, between the UK and 
Portugal with Banco de Comferdo 
e Industria and soon berween the 
UK and France with Cr&dit 
Commercial de France. 

The Royal Bank of Scotland, 
together with its European Assoc- 
iates, has already taken the lead to 


make the service available to 
every major European country in 

the next few years. 

And when fully on stream, 
IBOS Euro- Banking Services will 
also offers foil cash management 
facility. So let your money talk, 
with IBOS. 

What could possibly be a more 
useful business tool when the 
European Market opens at the 
end of the year? 


IBOS 
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The Royal Bank of Scotland 
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Into the [nterior US Marines take control of a vital airfield at Bell Dogle, 160 km west of the Somali capital of Mogadishu, on Saturday. The 
Marines will pave the way for the arrival of the 10, 000-strong US Army 10th Mountain division. Marines seize airstrip, Page 6 

Kidnap poses security LK dn, g 
challenge for Israel wa be ut 


By Hugh Camegy in Jerusalem 

THE ISRAELI government was 
last night facing its severest 
security challenge since it took 
power in July following the kid- 
nap of a paramilitary police offi- 
cer early yesterday by an Islamic 
fundamentalist group demanding 
the release of its jailed leader. 

The kidnapping inside Israel of 
the Border Police sergeant-major 
came on a weekend when three 
Palestinians and a soldier were 
killed as a surge continued of 
both armed attacks and violent 
street demonstrations coinciding 
with last week's fifth anniversary 
of the intifada, the uprising 
against Israeli rule in the occu- 
pied territories. 

The government’s handlin g of 
the abduction, in the central city 
of Lod, will be closely scrutinised 
by the opposition Likud party 


and its rightwing allies, which 
have strongly criticised Mr Yit- 
zhak Rabin, the prime minister, 
over the recent spate of violence. 

Responsibility for tbe kidnap- 
ping was claimed by Qassam, the 
military wing of the Hamas 
Islamic fundamentalist move- 
ment It said Sgt-Major Nissim 
Toledano would be killed if 
Hamas leader Shiekh Ahmed 
Yassin, jailed for life in 1991 for 
ordering the killing of Palestin- 
ian collaborators, was not 
released by 9pm local time last 
night. The authorities confirmed 
Sgt-Major Toledano was missing. 

In the Gaza Strip, two Palestin- 
ians were shot dead and more 
than 100 injured in clashes with 
troops yesterday and on Satur- 
day. Another Palestinian was 
killed in the West Bank. 

A soldier also died in an armed 
ambush, claimed by Qassam, 


near the West Bank town of 
Hebron. 

The soldier was the fifth mem- 
ber of the security forces to be 
shot dead in the past week, com- 
pared with 19 killed over the pre- 
vious five years. There has been 
a steady rise in the number of 
armed attacks, mainly by sup- 
porters of Hamas, which opposes 
the current Middle East peace 
talks. 

Mr Moshe Katsav, leader of 
Likud's parliamentary group, 
maintained yesterday that there 
was a direct link between the 
government’s relatively concilia- 
tory stance in the peace talks and 
the rise in violence. 

But Mr Shimon Peres, the for- 
eign minister, said only a politi- 
cal solution would end the vio- 
lence. "As long as this conflict 
continues, we will have prob- 
lems." he said. 


Liechtenstein defies Swiss 
poll by voting to join EEA 


By Ivo Dawnay in Vaduz 

A MOUSE roared in alpine Eur- 
ope yesterday when the tiny prin- 
cipality of Liechtenstein defied 
public opinion in neighbouring 
Switzerland and voted to join the 
European Economic Area. 

In traditional Ruritanian style. 
Mr Hans Brunhart, the prime 
minister, offered a news confer- 
ence dominated by Swiss journal- 
ists the joking pledge that this 
would not mean border posts 
being put up on tbe country’s 
eastern Rhine frontier - “at 
least not tomorrow'*. 

The outcome was quite as sur- 
prising to many Liechtensteiners 
as Switzerland's vote just a week 
earlier not to join the EEA. the 
free trade grouping widely seen 
as a waiting room for the Euro- 
pean Community. 

Most of Liechtenstein's politi- 
cal leaders had warned before the 
Swiss plebiscite that - whatever 
its result - their country should 
follow their neighbour's lead. 

But when the Swiss voted No. 
Vaduz was caught in a quandary 
between solidarity with Berne 
and its need to trade in a wider 
Europe. In the event, the out- 
come was decisive, with all 12 
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communes obeying Prince Hans 
Adam li's impassioned entreaties 
for a Yes vote. The overall major- 
ity was 1.400 votes a landslide in 
a country of just 30.000. 

The consequences, nonetheless, 
may be significant fur the 70- 
year-ofd customs union with 
Switzerland. Hurried assurances 
were issued last night that the 
vote would not materially affect 


relations with the Swiss nor 
involve surrendering the mighty 
Swiss franc as Liechtenstein's 
national currency. The principali- 
ty's businessmen and interna- 
tional bankers have also been 
promised that there is no threat 
to its much-envied low-tax 
regime which has helped make it 
the richest country in Europe in 
terms of GDP per capita. 

Talks will open in the coming 
weeks with Switzerland as to 
how to adjust the terms of the 
customs union to accommodate 
both sides. 

Last night, the Prince was 
clearly jubilant at his subjects' 
derision. He insisted the uutcome 
was not so much a rejection of 
Switzerland as a solid endorse- 
ment of closer trade ties with a 
wider Europe that buys 45 per 
cent of Liechtenstein's manufac- 
tured exports. 

Questioned on possible EC 
membership, opposed by a vast 
majoricy of his countrymen, the 
Prince rejected a membership 
application in the foreseeable 
future as “a step too far". 

That will come as a relief to the 
tightly taxed drinkers celebrating 
or drowning their sorrows last 
night m downtown Vaduz. 


Major confident that treaty is salvaged 


Continued from Page 1 

sceptics said last night that they 
will step up their efforts to 
wreck the legislation with 
lengthy Commons' debate of the 
hundreds of amendments already 
tabled. 

Tbe government also faced a 
warning from the opposition par- 
ties. The Liberal Democrats, firm 
supporters of Maastricht, said 
their backing for the government 
would depend on a “speedy" 
third reading. Labour Indicated 
that it intended to keep Mr 
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Major guessing on whether it 
would again oppose the bill. 

The prime minister said he had 
agreed that Britain would ratify 
"as speedily as passible". But the 
only time limit he would set was 
the end of the parliamentary ses- 
sion in the autumn. 

The direct link between Danish 
and British ratification set out 
in detail by Mr Douglas Hurd. 

the foreign secretary’ - added a 
note of uncertainty to what was 
widely judged to have been a 
considerable diplomatic success 
for the prime minister. 


Mr Hurd, speaking on BBC 
television, acknowledged that if 
Denmark and Britain rejected 
the treaty some or all of the 
remaining 10 governments might 
sign a new agreement 
Mr Hurd warned of the danger 
of Britain being left outside any 
grouping which could take deci- 
sions affecting the conntry's 
■jobs, prosperity and security". 
Downing Street said the com- 
ments underlined the govern- 
ment's commitment that the 
Community's 12 nations should 
move forward together. 


groups 
‘will be hit 
by health 
reforms’ 

By Paul Abrahams in London 

BRITISH-BASED drugs groups 
stand to lose up to £450m from 
National Health Service reforms 
proposed by the government, the 
drug industry claims. 

Lost sales could could cost up 
to 5,000 jobs in the UK and as 
much as £400m in lost capital 
investment, according to the 
Association of the British Phar- 
maceutical Industry. 

The proposals, announced last 
month by the Department of 
Health as part of chancellor Nor- 
man Lamont's autumn state- 
ment, involve the creation of 
blacklists of products that will no 
longer be provided by the NHS 
on prescription. 

The blacklists could cover up 
to 600 medicines in 10 therapeutic 
categories and as many as 90m 
prescriptions a year. 

Tbe ABPI yesterday urged the 
government not to issue the 
blacklists. It claimed that they 
were drawn up in spite of under- 
takings not to extend the original 
1 list given in April by Conserva- 
tive Central Office to US drugs 
groups in the UK. 

Exact details of the medicines 
affected by the measures are yet 
to be disclosed. However, some 
groups could lose more than 70 
per cent of tbeir NHS revenues. 

The government's proposals 
are part of a Europe-wide drive 
by governments to control spiral- 
ling drugs bills. In the UK, NHS 
drug spending has risen annually 
by about 12 per cent over the 
past two years. The industry 
claims the escalation is due to 
tbe ageing population and the 
government's own programme of 
increased screening of patients. 
In 1991. the government spent 
about £3.2bn on drugs. 

Previous blacklists for seven 
therapeutic areas introduced in 
1985 saved the NHS £75 m during 
the first year, according to the 
government. Tbe savings are con- 
tested by the ABPI. It argues that 
many patients were prescribed 
more potent and expensive treat- 
ments instead of simpler and 
cheaper medicines for which they 
would have had to pay. 

The latest initiative is likely to 
affect significantly research and 
development in the 10 therapeu- 
tic areas, warned Mr Mike Wal- 
lace. managing director of Sche- 
ring Healthcare, the UK drugs 
arm of the German group Sobe- 
ring. 

He said that if new products 
were automatically blacklisted it 
would provide a disincentive to 
invest in the field. 

The io therapeutic areas 
include an ti-diarrhoeals , hypnot- 
ics and anxiolytics, appetite sup- 
pressants, contraceptives, topical 
anti-rheumatics, as well as treat- 
ment for allegic allergic disor- 
ders, vaginal and vulval condi- 
tions. anaemia, ear and nose 
illnesses and skin diseases. 

The impact of the proposed 
measures would fall unevenly on 
UK-based companies. 
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THE LEX COLUMN 

Testing the gears 


Last week's missive on capital 
instruments from tbe UK accounting 
standards board is very much in the 
mould of Professor Tweedie's revolu- 
tion. By makin g clear distinctions 
between debt, equity and quasi-equity 
tbe proposed rules will lead to a prolif- 
eration of categories on the face of the 
balance sheet. The new shape of the 
profit ar>H loss account has already 
muddied simple measures of company 
performance such as earnings. The 
new rules will do much the same job 
on gearing. 

Financial engineers will doubtless 
feel deprived of the opportunity to 
dress up debt as equity. The supply of 
convertible capital bonds, lor example, 
has notably dried up since the first 
tentative proposals for a tighter defini- 
tion of shareholders funds, bat the 
investment bankers should not protest 
too much. By creating a distinct home 
for non-equity shares cm the face of 
the balance sheet, the accountants 
may open other doors. 

Companies may be encouraged to 
issue second tier equity instruments 
such as preference shares. Banking 
regulators have long recognised prefe 
as a useful shock-absorber if the issuer 
runs into trouble. Banks have duly 
made full use of the opportunity. 
There is already evidence of interest 
among insurance and oil companies. 
Since preference dividends are paid 
out ahead of ordinary dividends, audi- 
tors are right to demand they are clas- 
sified as a separate tier. If that encour- 
ages the market to look at the 
economic substance of instruments - 
rather than bald balance sheet ratios 
- so much the better. 

France 

Nervousness surrounding the franc 
has left the French stock market deli- 
cately poised. Having shed the strong 
gains of early this year, share prices 
are oscillating in a narrow range and 
equity strategists are groping for a 
convincing story. Without some reso- 
lution of the currency uncertainty, it 
may be a while before the CAC 40 
Index mak es a decisive break. 

The bull argument suggests that, 
although the French economy is 
quickly cooling, it remains among the 
soundest in Europe and that the mar- 
ket is fundamentally cheap. The cur- 
rent CAC rating is only 14 times next 
year's forecast earnings - which may 
anyway be pushed higher by possible 
cuts in interest rates. The unspoken 
hope is that the strains within the 
exchange rate mechanism may yet 
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force a devaluation. That would boost 
the market, as in tbe UK, Sweden and, 
more latteriy, Norway. 

Such upward pressures, however, 
are offset by a stream of gloomy news 
from the corporate sector and a slip- 
page in gamings forecasts for individ- 
ual stocks. It does not help that the 
Parisian property market seems to 
have become caught up in problems 
similar to London's. As long as the 
franc fort remains inviolable, the 
Bundesbank’s intransigence will delay 
interest rate cuts hastening a down- 
ward market slide. 

Even if the currency tension was 
resolved, however, the market would 
then be looking forward to the govern- 
ment elections next March. Histori- 
cally, the CAC has often proved strong 
in the first half of the year, only to tail 
away as the year progressed. Unless 
there is a devaluation, it could reverse 
the pattern next year. 

UK insurance 

The Association of British Insurers 
should have known better than to get 
into a public confrontation with the 
government over cover for acts of ter- 
rorism. Its Inflexible demand for 
extension of full government cover to 
mainland Britain risks jeopardising 
the chances of a workable compro- 
mise. The industry needs one. though, 
to secure the continuing goodwill of 
both the government that regulates it 
and its large commercial customers. 

This is not to deny the industry's 
point. Continental reinsurers are. 
unwilling to continue sharing tenor- 
ism risks, which would leave the UK 
insurers unacceptably exposed. With- 
out the benefits of reinsurance, April’s 
bomb in the City of London would 
have swallowed up most of the addi- 
tional capital raised recently by the 


likes of Royal Insurance and Commer- 
cial Union. The proposed insurance 
pool looks sensible. A similar arrange- 
ment covering atomic energy risks 
provides something of a precedent. 
The problem is one of capacity. With- 
out near universal participation by the 
insurers the capital in the pool would 
hardly cover the risks. Yet the reinsur- 
ers will doubtless be no more willing 
to join the pool than to assume the 
risk in a conventional manner. 

That suggests the government may 
have to step in, perhaps as a reinsurer 
of last resort. Even if an agreement is 
forthcoming, though, both sides will 
have to work fast to put adequate pro- 
tection in place in time for next year. 
It would not help the UK’s interna- 
tional competitiveness if companies 
could not fully insure their premises. 

Isosceles 

Isosceles' bankers now face an acute 
dilemma; either they pay up and let 
the Gateway grocery chain live, or 
clam up and watch it die. With inter- 
est payments still rolling up at an 
alarming rate and trading conditions 
deteriorating by the day, the Isosceles 
buy-out vehicle desperately needs 
more money. The company is inexora- 
bly heading for its third refinancing in 
as many years. 

It is, of course, natural for bankers 
to spread bad debts over a long time to 
minimis e one-off shocks, but inactive 
delay may be self-defeating. If the 
company were broken up now its 
assets might at best fetch only half the 
£IJ2bn which the banks are still owed. 
On its present course they are likely 
to be worth still less two years down 
the line. The banks may yet decide 
that their best hope of recovering tbe 
shortfall lies in installin g pragmatic 
management with enough cash to re- 
ignite growth. Although trading has 
been badly hit. Gateway still has a 
sound core which may make £110m 
operating profits this year. Some of 
the new formats Gateway has 
launched also seem worth backing. A 
flotation may.be a pipe-dream but 
future sales ofassets at better prices 
may yet provide an exit route. 

The banks will clearly worry about 
throwing good money after bad - 
especially as their original loans look 
inc reasingly like equity. With Gate- 
way’s main rivals opening 250 new 
superstores in tbe next three years, 
competitive attrition will hardly 
slacken. But the banks are already 
hurting: boldness may be the only way 
to save them from more bruises. 
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for building products, drinks dispense, 
fluid power, special engineering. 
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Report highlights 

Tarmac’s problems : 

Further evidence is emerging of the financial 
problems facing Tarmac, the UK housebuilder. 
H is awaiting a management consultancy 
report which wHI add weight to forecasts of 
large losses for 1992, The report, by accoun- 
tants Coopers & Lybrand, Is expected to arrive 
in the boardroom within a fortnight Page 20 


Bock may move to London 

Mr Tiny Rowland's threat to transfer the domi- 
cile of U>nrho to Germany has surprised advis- 
ers acting for Mr Dieter Bock, who Is buying 
Mr Rowland's stake. Mr Bock, the German fin- 
acler, expects to move to London if he decides 
to take up the seat on Lonrtio's board. Pago 20 


Surprise at S&P move 

UK life insurers were surprised at the attempt 
by Standard & Poor's, the International credit- 
rating agency, to rank them according to their 
financial strength. Actuaries and analysts were 
prepared to accept SAP's central claim that life 
office strength has tieen reduced in the last 
five years and that solvency margins will 
remain permanently lower. But many attacked 
the wisdom of classifying individual offices Into 
three categories on the basis of publkty avail-, 
able Information alone. Page 20 


Giving a XXXX for cultural icons 

The caricature of an 
Australian is a man 
wearing an Akubra hat 
and Drizabone raincoat, 
driving a Holden car, 
and eating Vegemite 
sandwiches washed ■ 
down with Castiemaine 
XXXX beer or a glass of 
Jacob's Creek wfne.- 
These locally-made 
products are cultural 
icons, yet only Akubra is 
Australian owned. Concern about the level of 
foreign ownership is beginning to emerge. 

Page 21 


Gilts buoyed by inflation 

Gilt prices were buoyed by better than expec- 
ted news on Inflation, although a continuation 
of the obdurate stance by the Bundesbank on 
interest rates reduced demand for short-dated 
bonds. Page 22 ■ 
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Kuwait’s difficulties in Spain widen 


By Peter Bruce In Madrid 

THE financial difficulties at 
Gnxpo Torres, the Spanish invest- 
ment arm of the Kuwait Invest- 
ment Office which this month 
filed’ for receivership, have 
spread to other parts of the Tor- 
res empire. 

Prima Inmobilaria, the compa- 
ny's large property affiliate, has 
filed for court protection against 
creditors. The move Is widely 
seen as a serious threat to 
another Torres subsidiary, Tor- 


raspapel, Spain's biggest paper 
company. 

The news of the Prima filing 
came as KIO officials met in Lon- 
don over the weekend to contain 
a crisis of confidence in the K10 
itself, which has been left with 
losses of $4bn following its 
Investment thrust into Spain. 

Some international banks are 
studying ways of acting against 
the KIO if Torres and its affili- 
ates do not repay their borrow- 
ings. 

Bank creditors to Torres and 


its companies met last week in 
Madrid with KPMG Peat Mar- 
wick. which has been appointed 
to replace Torres’ Kuwaiti man- 
agers during the receivership. 
Ranks are insisting on acceler- 
ated repayment of loans from 
Torres affiliates, which, like Tor- 
raspapel, are not legally affected 
by the parent company's receiv- 
ership. Formal approval for the 
Torres receivership was given by 
a Madrid judge last Friday, a 
move which immediately trig- 
gered the Prima filing. 


Bankers In Madrid say Torres' 
financial plight may have been 
overstated. While the Kuwaitis 
insist all $4.5bn invested in Spain 
since 1986 has been lost, KPMG 
Peat valued the group at Pta2.9bn 
($25.43m) just over a year ago and 
warned Kuwait that if it tried to 
sell assets in a poor economic 
climate it risked taking substan- 
tial losses. 

KPMG also advised the 
Kuwaitis to treat Torres debt to 
the KIO as equity. But in receiv- 
ership papers filed in Madrid the 


Torres liabilities are shown as 
$2.4bn, of which $L6bn is debt to 
the KIO. 

Prima, Spain’s third largest 
property developer, filed for 
receivership on Saturday along 
with its biggest subsidiary. Urba- 
□or. The two have liabilities of 
$lbn, owed mainly to Spanish 
banks. 

The KIO, through Torres, owns 
just over 30 per cent of Prima, 
though former Spanish managers 
say the true holding is close to 70 
per cent. 


Christopher 


K ldckner-Werke, Ger- 
many's little fish In the 
gWk pool of the world 
steel market, grew legs three 
years ago and made a dash for 
dry land. 

But it was not fast enough. 
Loaded down with debts of 
DM2.7bn, (9L69bn) enfeebled by 
tumbling steel prices, and lat- 
terly tripped up by the sudden 
slump . in the German motor 
industry, it stumbled into the 
protective custody of the courts 
last Friday. 

Desperate to catch its breath, 
KUJckner applied for protection 
from its creditors and permission 
to start negotiating to write off 60 
percent Of the debts amnmnlatori 
by Its two steel divisions and the 
parent, Klfickner AG. 

Warrants for the proposed 40 
per cent settlement are to be 
issued by the Klockner Mercator 
Maa-htnanhan (KMM) subsidiary, 
in which the still-profitable 
motor components, plastics and 
engineering businesses are bun- 
dled together. 

According to chieF executive 
Mr Hans Christoph von Rohr, 
this “technical financial opera- 
tion" will set the group back on 
the road to survivaL Since Deut- 
sche Bank, the group’s biggest 
creditor and Germany’s biggest 
bank, has already promised its 
full suppor t for the rescue, it may 
be safely assumed that the com- 
position proceedings will he suc- 
cessfully completed within, the 
scheduled* maximum of six 
months. 

Then, according to conven- 
tional wisdom, the worst of the 
current international economic 
crisis should he over. The extent 
to which Klockner will share in 
the upturn, and the form in 
which the stricken concern sur- 
vives, remain to be seen. But the 
group will be coming from a long 
way back. It emerged limping 
from the last cyclical downturn 
in steel, under-capitalised and 
over-focused on low value-added 
products such as building steeL It 
has paid only one dividend in the 
past 18 years. Although Mr von 
Rohr appeared unruffled last 
wedc, the group 1s technically 
insolvent - a whisker away from 


Klockner seeks cover 
from storm in the market 
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bankruptcy - and in the undig- 
nified position of being only the 
first significant German group to 
run for cover in composition pro- 
ceedings in the past decade. 

Klockner started to come to 
grips with its weaknesses in the 
late 1980s. In 1989, when steel and 
steel processing still accounted 
for 90 per cent of sales and 100 
per cent of profits, it began a 
process of accelerated evolution. 
In a bid to add value to its core 
business, it took on Finnish and 
Japanese partners to build a 
DM400m hot galvanising mill in 
Bremen. Designed to supply Jap- 
anese car plants in Europe, it is 
due to start work next year. 

But a key shift was diversifica- 
tion into motor components, a 
path already established by 
larger competitors such as Man- 
negmann, Hoesch and Krupp. In 


1989 it bought Kautex, a plastics 
company making vehicle petrol 
tanks. A year later It paid 
DM400m for Eurotec, a- mould- 
ings concent dependent on motor 
makers for 85 per cent of sales. 
Plastics are now the group's sin- 
gle biggest source of turnover. 
Meanwhile, other businesses - 
drinks machines and bottling 
plant manufacture - were added 
for good measure. 

But Klockner’s new legs have 
proved neither long enough nor 
strong enough to carry the group 
out of the trough. Plastics and 
mechanical engineering made 
operating profits of just DMBSm 
last year, as losses in steel 
climb ed from DM36m to DMSOOm. 

Meanwhile, prospects are dim- 
ming for key parts of KMM 
dependent on the automotive 
industry. German motor vehicle 
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production is Calling fast Leading 
manufacturers Including Merced- 
es-Benz and Volkswagen, which 
earlier this year unveiled plans 
for huge medium-term job cuts, 
have lately announced extensive 
short-time working in the first 
quarter of the new year. Accord- 
ing to some estimates, German 
car output will Call by 500,000 in 
1993. 

T he knock-on effects on 
suppliers were highlighted 
over the weekend when 
ZF, the gearbox and transmis- 
sions specialist, said orders in the 
past few months had been 
between 15 and 20 per cent down 
on last year. The company, which 
reported an operating loss in 1991 
and expects further deficits this 
year and next, said it was to cut 
its workforce by 1,200. Car body 


press maker Schuler unveiled 
plans to reduce its payroll by a 
quarter. 

Crisis in the international steel 
market has been apparent for Car 
longer. A slight improvement in 
prices noted in Germany in the 
first quarter of this year evapo- 
rated with the arrival of spring. 
According to Mr von Rohr, prices 
are now DM150 a tonne lower 
than two years ago. 

While pundits argue over 
whether conditions arise from 
structural or cyclical sources, 
losses and tensions are mount- 
ing. Eurofer, the European Com- 
munity steel makers' association, 
has asked the commission for 
Ecu4bn ($4£2bn) in assistance for 
a restructuring plan which will 
cost 50,000 jobs. According to 
some estimates there is a surplus 
annual capacity of 40m tonnes in 
the EC. At the same time, the US 
authorities are preparing to 
impose countervailing duties and 
anti-dumping charges on a range 
of EC products. 

In such conditions, shutting 
down Klockner's Jm-plus raw 
steel capacity seems the logical 
and inevitable outcome. A take- 
over by either of the leaders in 
German steel - which also have 
substantial motor component 
interests - would almost cer- 
tainly run into opposition from 
the Berlin cartel authorities. In 
any case, Thyssen and the recent- 
ly-merged Krupp/Hoesch group 
which each have around 10m 
tonnes a year capacity, have 
problems of their own. Western 
German steel production fell by 
20 per cent in November, due in 
part to Thyssen 's temporary clo- 
sure of a quarter of its capacity. 

One lingering sign of hope lies 
in the continuation of collabora- 
tion negotiations between KlOck- 
ner and Hoogovens of the Nether- 
lands, which were expected to be 
completed by the end of January. 
The process may take longer now 
that the weaknesses of the 
would-be partner from Germany 
have been so brutally exposed. If 
a bargain is struck it is more 
than likely to be on Hoogovens' 
terms: as Mr von Rohr has dis- 
covered, there Is more mercy in 
the courts than the marketplace. 


US groups 
combine 
work on 
electric car 


By Nlarfin Dickson in New York 

AMERICA’S big three car 
makers - General Motors, Ford 
and Chrysler - are to co-operate 
much more closely in the devel- 
opment of electronic vehicles. 

The trio have signed an agree- 
ment to investigate co-operation 
in the design, development, test- 
ing and possible manufacturing 
of electric vehicle components 
which would ultimately be used 
In each company’s own vehicles. 

The announcement comes as 
financially-troubled GM. the big- 
gest of the three US groups, 
scales back its much-vaunted 
solo effort In the field of electric 
vehicles. 

The venture will take place 
under the auspices of the US 
Council for Automotive Research 
(Uscar), an umbrella body which 
co-ordinates research among the 
big three, and it will aim to find 
“the most effective way to hasten 
electric vehicle development”. 

Electric vehicles are currently 
uneconomic but California has 
insisted that carmakers begin 
offering “zero emission” vehicles 
- in other words, electric cars - 
by 1998 if they are to sell other 
models in the state. Japanese 
manufacturers are also inten- 
sively Investigating electric 
vehicle technology. 

GM, which for years has trum- 
peted plans to have its plastic- 
bodied Impact electric vehicle in 
commercial production by the 
mid-1990s, now appears to have 
quietly dropped that plan 
because of the severe financial 
pressures facing the group. 

GM said it would produce up 
to 50 electric vehicles next year 
which would be provided to utili- 
ties, local governments and oth- 
ers for technical feedback. How- 
ever, GM has also reportedly told 
hourly workers who had expec- 
ted to build the Impact of an 
indefinite .delay in commercial 
production plans. 

Detroit's big three have co-op- 
erated increasingly in recent 
years - in areas ranging from 
vehicle research to political lob- 
bying - as competition from 
Japanese manufacturers has 
intensified. Uscar is already 
looking at advanced battery 
technology for electric vehicles. 

The aiifancfl unveiled on Fri- 
day goes beyond previous joint 
ventures into possible parts man- 
ufacturing. This might have 
caused anti-trust problems bat 
the companies evidently believe 
the competitive threat from 
Japan will over-ride any monop- 
olist concerns in the Clinton 
administration. 


The blackout to be Imposed on 
tbe UK's trade figures from 
January 28 is bound to lead to 
Intense speculation on what is 
happening to the economy. 

A new set of figures will 
replace- the old system in June, 
but by then a more-than-usu- 
ally interesting period for UK 
impart and export flows will 
have passed, much to tbe frus- 
tration of all those tracking the 
long-awaited economic recov- 
ery. 

Will the volume of UK 
exports to the EC be rising on 
the back of the devalued 
pound, or will recession in Ger- 
many spell gloom for UK and 
other European goods? 

Will the higher cost of 
imports push the visible trade 
deficit wider? And will a 
pick-up in consumer demand 
mean rising inflows of 
imports? 

Behind the loss of this 
Important information lies 
Intrastat, the new system for 
collecting trade data to he 
adopted by each of the 12 mem- 
ber states of the EC in Janu- 
,ary. 

It was developed by the 
European Commission to tie in 
with the completion of the sin- 
gle market at. the end of this 
year. 

Data on commerce with the 
rest of the world will still be 
available, but since more than 
50 per cent of the UK’s external 
trade is generated in the EC, 
these figures will provide only 
a patchy picture. 

The abolition of border 
requirements .and formalities 
means that customs declara- 
tions, the current source of 
trade statistics, will no longer 
be required.' 

To keep track of trade flows, 
Intrastat win require all busi- 
nesses registered for VAT to 
fill in two extra bores on their 
VAT forms showing tim total 
value of exports to, and imports 
from other member states. 

Bigger companies will also 
have, to complete a monthly, 
report : 

The introduction of any 
series of statistics Is fraught 


Frustration over 

blackout on UK 

trade figures 


with complications. 

"Well spend the first three 
months sending back forms to 
the hundreds of people who fill 
them in incorrectly." said the 
CSO. This is why the agency 
has given itself a gap in which 
to get the soles ailed before 
presenting the numbers to tbe 
public. 

Nonetheless, many are won- 
dering why the new system 
was not introduced earlier to 
run alongside the old series. 

This would have avoided an 
interruption in the trade flg- 


the deficit on the current 
account wider. 

This, in turn, could lead to 
selling pressure on the pound. 

The public will also have to 
wait to find out what one of 
the most important parts of the 
1992 initiative - the abolition of 
customs frontiers - is doing for 
trade flows. 

Tbe CSO says it decided 
against an overlap between the 
old and the new systems to 
avoid potting too heavy a bur- 
den on businesses. 

It also points out that other 


Economics Notebook 

By Emma Tucker 


nres just when economists will 
be looking for the foil effects of 
sterling’s recent devaluation 
on the UK’s . trade position. 

Only the very cynical would 
suggest that the UK govern- 
ment had calculated the black- 
out, but the absence of sensi- 
tive trade figures for the first 
half of next year could- turn out 
to be very convenient. 

This Is a genuine loss of 
information at a time when 
most people are expecting the 
trade position to worsen,” says 
Ms Ruth Lea, chief economist 
at Mitsubishi Bank in London. 
“The trade figures are a vital 
piece of the jigsaw that tells us 
what is going on in the econ- 
omy.” 

Without the data economists 
will probably fear the worst 
and speculate that tbe availed 
J-curve effect - whereby 
import prices rise foster than 
export volumes - wifi force 


member states of the EC are 
facing similar problems, and 
that their trade figures will 
also be subject to delay. 

Some continental officials 
are blaming Eurostat, the EC 
statistics office. 

Tbe switch from one system 
of collecting the trade figures 
to another was always going to 
be arduous, but there is a feel- 
ing among observers that 
Eurostat took a rather cavalier 
attitude to Intrastat in the 
belief that a rapid move to 
monetary union would soon 
render intra-EC trade figures 
irrelevant. “The EC gave the 
impression that they did not 
.attach much importance to 
Intrastat,” said one senior 
European economics official. 

It would have been sound 
practice to have the new sys- 
tem running side by side with 
the did system in order to get 
feedback from one. to the 


other.” Eurostat insists that 
running the two systems 
together would have been 
impractical. 

Furthermore, original plans 
for administering Intrastat had 
to be scrapped in 1989 when 
the Council of Ministers 
rejected plans for changing the 
way VAT is collected. 

But with only one month to 
go before the switch is made, 
there have been complaints 
from UK businesses that they 
have not received the informa- 
tion, paperwork and guidelines 
they need in order to comply 
with Intrastat’ s new, and 
legally binding, requirements. 
Spain, Italy and Portugal have 
allegedly not issued details of 
the procedures companies 
must follow. 

Other EC countries have not 
requested six months to 
rehearse the system before 
publication, but they too have 
their doubts about Eurostat's 
timetable which suggests the 
first sets of figures should be 
ready for publication by 
March. 

“Statistical offices in coun- 
tries like Germany and France 
wiH be under a lot of pressure 
from their big users if they do 
not provide information tn the 
first three to four months,” 
said a Eurostat administrator. 

The Germans, sensitive to 
their trade position since unifi- 
cation wiped out a healthy sur- 
plus on their visible trade bal- 
ance, say they will produce an 
estimate in ApriL “This is oar 
plan, but not our promise” 
said a spokesman from the 
Federal Statistical Office In 
Wiesbaden. 

In Denmark, they believe the 
nffiriai Hmofeihift is unrealistic. 
The statistical office said it did 
not expect to produce the 
results of Intrastat until June 
at the earliest 

Given the likely sensitivity 
of intra-EC trade figures next 
year and the confusion that 
Intrastat appears to be generat- 
ing in certain quarters, it could 
be that tbe UK approach of 
saying nothing will turn out to 
be the most prudent 


Banks near 
to debt deal 
with Anglo 
United 

By Roland Rudd In London 

ANGLO UNITED, owner of 
Coalite, the UK smokeless fuel 
business, is dose to reaching 
an agreement with its banks 
over a debt-fbrequity swap. 

Under tbe terms of the 
restr u ct ur ing plan, the banks 
would write off £11 0m (5167m) 
of the group’s £240m debt In 
favour of taking new ordinary 
and convertible shares and a 
zero-coupon bond. 

Anglo, which mostly 
financed its £500m takeover of 
Coalite hi 1989 through debt, 
has recently nm into difficul- 
ties in repaying borrowings 
from cash flow and disposals. 

Last year's mild winter and 
continuing recession dented 
profits before tax, which fell 
Cram £15. 7m to £8Uhn for the 
year to end March. The 
group’s disposal programme of 
its non-core businesses has 
also been adversely affected by 
the recession. 

The restructuring plan 
involves the banks taking new 
ordinary shares set at a pre- 
mium to Anglo's existing 
share price which on Friday 
dosed at 7Kp. 

Existing shareholders, who 
would retain more than half of 
the enlarged equity, are to be 
offered warrants at the same 
price that the new ordinary 
shares ate to be offered to the 
banks. 

A financier involved in the 
deal said: “There has been 
some very tough negotiations 
between the banks and the 
company. The most bruising 
aspect has been management's 
insistence that existing share- 
holders should retain more 
than 50 per cent of enlarged 
share capital” 
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Rowland’s threat 
to move Lonrho 
surprises Bock 


By Roland Rudd 

MR TINY Rowland’s threat to 
transfer the domicile of Lonrho 
to Germany has surprised 
advisers acting for Mr Dieter 
Bock, who is buying Mr Row- 
land's stake. 

Mr Bock, the German finan- 
cier. expects to move to Lon- 
don if he decides to take up the 
seat on Lonrho’s board, after 
completion of the rights issue 
on January 15. According to 
one adviser the idea of trans- 
ferring Lonrho's operational 
headquarters to Germany is 
the first be has heard of it. 
'None of this has been dis- 
cussed with Mr Bock,* said the 
adviser. 

In an interview with The 
Observer, which is owned by 
Lonrho. Mr Rowland said: "If I 
felt the company would be bet- 
ter understood and receive 
greater support, we would be 
quite prepared to move our 
headquarters to Germany.” 

Mr Bock is underwriting half 
the 200m shares in the three- 
for-10 rights issue at 85 per 
share, taking up Mr Rowland's 
rights, and buying half his 15 


per cent stake at ll5p a share 
with an option to buy the other 
half in three years time. 

Following the rights and sale 
oE VAG, the Volkswagen/Audi 
import and distribution opera- 
tion in the UK. for £124m. Mr 
Rowland is predicting that 
Lonrho’s net debt will soon fall 
below £700m, against £947m at 
September 30. 

Further asset sales are 
planned, including some of the 
4,300 flats which Lonrho owns 
in western Germany. 

It is understood that while 
Mr Bock has not discussed 
changing Lonrho's domicile to 
Germany, he believes continen- 
tal Europe will be an increas- 
ingly important trading area. 

This has encouraged further 
speculation that Mr Bock may 
be in favour of re-opening the 
talks with Gencor, South 
Africa’s second largest mining 
group, over the future of Lon- 
rho’s 73 per cent controlling 
stake in Western Platinum. 

Mr Brian Gilbertson, head of 
Gencor, is keen to merge his 
platinum interests with Lon- 
rho's to create the world's big- 
gest platinum group. 


Martin Bierbaum to be 
sold this week for £25m 


By Angus Paster 

MARTIN Bierbaum, the 
international money broker 
under the control of bank cred- 
itors to Mr Gary Klesh’s Quad- 
rex, is expected to be sold later 
this week to Trio Investment, a 
small investment trust con- 
trolled by Mr David Hagan, for- 
mally at rival money broker 
Tullett & Tokyo. 

It will pay £25m for Bier- 
baum, which has more that 700 
employees and is prominent in 
the US dollar against DM spot 
market 

Trio, which suspended its 
shares when heads of agree- 
ment on the deal were signed 
In July, is raising the money 
through a £15m placing and 
£10m rights issue underwritten 
by Smith New Court 

Shareholders will also be 


asked to approve the switch 
from investment trust status to 
a holding company for the 
international trading of money, 
securities and derivatives. 

The share suspension will be 
lifted if shareholders give 
approval at an egm scheduled 
for mid-January. 

Drayton Recovery 
revenue at £796,000 

Drayton Recovery Trust, which 
was launched last year, 
reported net asset value of 77p 
as at October 31. Net revenue 
for the period from August 23 
to the end of October was 
£796,000 for earnings per share 
Of 9.63p. 

A final dividend of 3.95p is 
proposed making a total for the 
period of 7.95p. 


Provisions 
could push 
Tarmac to 
£200m loss 

By Peter John 

FURTHER evidence is 
emerging of the financial prob- 
lems facing Tarmac, the UK’s 
biggest housebuilder. The 
company is awaiting a man- 
agement consultancy report 
which will add weight to 
losses forecast for 1992 of 
some £2 00m. 

The report, by accountants 
Coopers & Ly brand, is expec- 
ted to arrive In the boardroom 
within a fortnight It mil con- 
centrate on Tarmac’s proper- 
ties division, which contrib- 
uted to a pre-tax loss of £15.1m 
in the first half of this year. 

On Friday, the construction 
group announced the resigna- 
tion of Mr Tony Collins, the 
chief executive of the proper- 
ties division. Tarmac said at 
the time of the interims in 
September that It was scaling 
back its property side, and 
stated yesterday that Mr Col- 
lins, who joined the main 
board in 1989, would not be 
replaced. 

A spokesman for the com- 
pany said of the Coopers anal- 
ysis; “It is not completed yet. 
The fact that there are going 
to be provisions is not new but 
the Coopers report will quan- 
tify those provisions. It is part 
of the new chief executive's 
thorough review of all aspects 
of the group.” 

The impact on the figures 
depends ou whether the write- 
downs are included below or 
above the pre-tax line. Assum- 
ing they are above, some ana- 
lysts believe the total deficit 
will be £2 00m with the most 
pessimistic going for £300m. 

Mr Mike Betts, a building 
materials and construction 
analyst with US investment 
bank Goldman Sachs, said he 
expected write-downs on hous- 
ing and property to result in 
Tarmac “declaring a substan- 
tial pre-tax loss this year of up 
to £200m." That would com- 
pare with a 1991 profit of 
£2lm after provisions. 

In September Tarmac said it 
was catting the number of 
homes it builds by up to a 
fifth, pulling out of commer- 
cial property development and 
raising cash to cat debts by 
disposals. 


Being forced towards more accountability 

John Anthers looks into the impact on life companies of Standard & Poor’s ratings 


T HE usually staid ranks 
of the UK's life insurers 
were shaken into uproar 
last week at the attempt by 
Standard & Poor's, the interna- 
tional credit-rating agency, to 
rank them according to their 
financial strength. 

Actuaries and analysts were 
prepared to accept S&P's cen- 
tral claim that life office 
strength has been reduced in 
toe last five years and that sol- 
vency margins will remain per- 
manently lower. 

But many attacked the wis- 
dom of classifying Individual 
offices Into three categories on 
the basis of publicly available 
information alone. 

Falling property values and 
disappointing equity markets 
in the last five years have cut 
heavily into the assets and 
reserves of life companies. 
Meanwhile, costs of distribu- 
tion have increased since the 
Financial Services Act, 1986, 
which led insurers to raise 
commissions and establish 
costly ties with building societ- 
ies and banks. S&P says that 
many offices are “suffering 
severe expense inefficiencies”. 

This has led to widespread 
falls in the free-asset ratio, the 
most commonly used crude 
measure of strength. This mea- 
sures the proportion to which 


an office’s assets exceed its lia- 
bilities to policyholders. 

Even Standard Life, the UK’s 
largest mutual life office and 
awarded the top AAA ('Supe- 
rior') clalms-paying rating by 
S&P, has seen its ratio toll 
firmi 229 per cent in 19SS to 
129 per cent in 1990. Over the 
same period Legal & General, 
the UK's fourth largest life 
Insurer and also rated at the 
highest level by S&P, has suf- 
fered a decline from 30-5 per 
cent to 13.9 per cent 

Several companies have 
taken evasive measures to 
avoid capital strain, by cutring 
policyholders’ annual bonuses, 
and by switching from equities 
and property into fixed interest 
securities, which are valued 
more favourably under the 
DTI's stringent solvency 
requirements. 

When this happens, pay-outs 
to policyholders are hit This 
has led to greatly Increased 
interest in financial strength 
among the independent bro- 
kers on whom the longest 
established “with-profits" 
offices are dependent tor much 
of their business. The actuarial 
calculations involved are com- 
plicated. but several leading 
independent financial advisers 
have called for a simple rating 
for life office strength. 


S&P is bidding to fill this gap 
in the market and its Impor- 
tance was demonstrated by the 
Immediate impact on National 
Provident Institution, one of 
the four companies it described 
as “vulnerable". Within an 
hour of its London office open- 
ing on Friday. 20 alarmed 
policyholders had telephoned 

asking to cancel policies. 

H owever, it is difficult 
to classify life offices 
solely on the basis of 
published information and DTI 
returns, as different actuaries 
use various assumptions when 
valuing liabilities. Changing 
the assumption on future inter- 
est rates can drastically alter 
an office’s total liabilities. 

This means that free-asset 
ratios and other crude mea- 
sures can prove individual 
offices have weakened, but not 
necessarily that one office is 
stronger than another. 

“Information available from 
published sources can provide 
only a broad indication of the 
relative financial strength of 
life offices. In particular, no 
comparison is meaningful 
unless full account is taken of 
the degree of conservatism 
inherent in the determination 
of liabilities since there is con- 
siderable variation between 


companies," says R Watson, 

consultant actuaries. 

All the four companies 
branded as “vulnerable" com- 
plained they had not been con- 
sulted. NPL which could be 
seriously damaged by S&P’s 
rating as most of its business 
comes from independent advis- 
ers. quickly issued a rebuttal, 
supported by R Watson. 

Mr Bernard Brindley, NFI’s 
chief actuary, pointed out that 
it used a conservative valua- 
tion policy - in other words, it 
assumes future Interest rates 
will be relatively low at 4 per 
cent Meanwhile it has kept 65 
per cent of funds In equities. 

’ This is lower than some 
offices which have high free- 
asset ratios, such as Pearl, 
with 81 per cent invested in 
equities, but remains higher 
than offices such as Scottish 
Equitable (4S per cent) and 
Guardian Assurance, another 
to receive an S&P “vulnerable” 
rating, with 38 per cent. 

Mr Brindley also pointed out 
that NFTs free-asset ratio was 
only slightly lower than those 
of several other similar-sized 
offices, and suggested that sin- 
gling it out for a “vulnerable" 
rating was arbitrary. 

S&P’s ratings may, therefore, 
be too blunt an instrument to 
apply to such a complex topic. 


But the insurers' bowls of 
anguish do reveal one problem 
which the industry must 
address. One consulting actu- 
ary put It this way; “If you 
always put about the message 
that strength is important but 
life offices cannot be compared, 
it’s a natural consequence for 
someone to come along and 
say that if the best information 
isn't published, tben they'll 
just have to rely on published 
information. It’s the sort of ser- 
vice financial advisers need to 
do their job properly, and the 
offices will have to put up with 
a degree of arbitrariness." 

L ife insurers have come 
under increasing pres- 
sure from both regula- 
tors and the press to be more 
open about their charges and 
accounts this year. And none 
denies that the industry as a 
whole has weakened. The dis- 
pute over the S&P ratings is 
the latest chapter in a story 
which seems to be moving 
towards a more open and 
accountable industry. 

• S&P’s UK Life: Financial 
Strength Digest, aoailabie firm 
Standard & Poor's Insurance 
Rating Services, 7th Floor, Gar- 
den House, 18 Finsbury Circus. 
London EC2M IBP '. Fax 071 638 
1025. Price £49. 


Arrangements advanced for 
sale of 25m Teva shares 


By Andrew Jack 

ARRANGEMENTS are well 
advanced tor toe sale of the 
25m shares in Teva, the Israeli 
pharmaceutical group, which 
are owned by the Common 
Investment Fund - the pot 
Into which the Maxwell pen- 
sion funds were pooled for 
investment 

Mr Neil Cooper of accoun- 
tants Robson Rhodes, liquida- 
tor to Bishopsgate Investment 
Management, manager and 
trustee of the Maxwell pension 
funds, said that a sale was 
expected “in toe New Year”. 

He would not specify a date, 
stressing that this was market- 
sensitive Information, but said 
the Teva shares “were not nec- 
essarily ones we want to hold 
on to". 

However, he had just 


approved the appointment of 
County NatWest, the invest- 
ment house, as advisers on the 
sale of toe shares. 

The Teva shares were valued 
at £25m last summer and are 
now estimated to be worth 
more than £40m. 

The shares were voluntarily 
returned to the pension funds 
in June this year by National 
Westminster Bank, which bad 
been pledged them as security 
for a $27 .3m (£l79m) loan to 
Robert Maxwell Group, a Max- 
well private company, two 
days after Robert Maxwell’s 
death. 

Any distributions of the 
money to the pensioners is 
subject to continuing disputes 
over claims on ownership 
between trustees to the five 
Maxwell pension funds which 
contributed to the CIF. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 


TARGET 


SECTOR 


VALUE 


COMMENT 


Volkswagen (Germany) 

VAG (UK) 

Car 

distribution 

£124m 

Part of Lonrho 
sale package 

MeCown DeLeeuw (US 

US unit of Pacific 
Dunlop (Australia) 

Stationery & 
furniture 

£91m 

Pacific Dunlop 
continues sales 

Porte (UK) 

Sogsrba (France) 

Hotels & 
catering 

064m 

Larger European 
presence sought 

Mr Dieter Bock 
(Germany) 

Lonrho (UK) 

Trading 

£135m 

-Stake sale tiny 
bit 

controversial 

Sfcoda-PRsen (Czech)/ 

Joint venture 

Steel-cutting 

120m 

Skoda-Pilsen's 

Don id* Scharmann 


equipment 


production 

(Germany) 

■ 



taken over 

United Newspapers (UK) 

M&T Publishing (US) 

Publishing 


Expansion via 
local arm 

Hepwortfi (UK) 

AWB (Netherlands) 

Gas boilers 

£10j2m 

Strengthening 

European 

operations 

GDMte (US) 

Wizamet (Poland) 

Razor blades 

. £T.0m 

Privatisation 


• 

- 

deal 

British Airways (UK) 

.Qantas (Australia) 

Airlines 

n/a 

BA bid lodged. 

Singapore Airlines 

Garrtas (Australia) 

Airlines 

n/a 

S1A bid lodged 

(Singapore) 

- ■ - - . .. . ; 

• . , ■ 

- 


This announcement appears as a matter of record only. 



U.S. $355,362,320 


Purchase Price 


Receivables Trust Certificates 
issued in connection with the sale of 
Future Credit Card Receivables 



The undersigned originated \ 
structured, and acted as agent in the 
private placement of this transaction. 


Trustee , Registrar and Paying Agent 


November, 1992 


CTnBANf 
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Pacific 
Telesis to 
split itself 
into two 


By Martin Dickson 
In New York 

■ 

PACIFIC Telesis, the 
California-based local tele- 
phone company, is to split 
itself in two under plans to 
spin off the company's wire- 
less commanicatlons business. 

The move, a unique depar- 
ture by a “Baby Bell" regional 
telephone company, Is aimed 
at taking advantage of tbe 
increasingly competitive OS 
and international telecommu- 
nications markets. 

Hr Sam Ginn, chairman of 
the group, told the Financial 
Times that the move signalled 
the company “intends to be a 
world competitor In wireless 
telecommunications," taking 
advantage of global privatisa- 
tion trends. 

Pacific Telesis is to spin off 
its wireless business, which 
has annual sales of around 
Slbn, into a company separate 
from its local telephone 
Operations, which serve most 
of California and large parts of 
neighbouring Nevada and 
have a turnover around $9bn. 

The US local telephone mar- 
ket is slow growing, highly 
regulated and, while still 
essentially a monopoly, sub- 
ject to increasing competition 
for business customers. The 
wireless communications mar- 
ket Is lightly regulated and 
growing extremely rapidly, 
both in the US and other devel- 
oped countries. 

Pacific Telesis is one of the 
largest providers of cellular 
telephone services in the US 
and also has a sizeable paging 
business and. a fledgling 
vehicle tracking operation, ft 
has rgHninr operations in Ger- 
many, Portugal and Japan, 
and other wireless interests in 
France. Spain, Thailand and 
South Korea. 

The spin-off, expected to 
take about a year, is the big- 
gest s tr uctur al change by one 
of the seven “Baby Bells” since 
their creation in 1984, when 
AT&T was forced to spin off 
its local operations in a court- 
ordered anti-trust settlement 
Mr Ginn the creation of 
two separately traded compa- 
nies should mean better. value 
for shareholders, since finan- 
cial markets tended to place a 
higher value on single focus 
organisations. ~ 

The wireless company will 
be known as Pactel Corp and 
wQl raise about $750m of new 
equity during the spin off, 
which will involve a tax-free 
distribution of the parent com- 
pany's stake to existing share- 
holders. 

Pactel will be headed by 55- 
year-old Mr Ginn, while the 
new chairman of Pacific Tele- 
sis will be Ur Phil Quigley, 50, 
president of its Californian 
phone company, Pacific BelL 
Mr Ginn said the split would 
give Pactel greater ability to 
raise capital and attract part- 
ners tn overseas ventures. It 
may also give it a greater 
rhnnr» to acquire li c ences in 
the US for a second generation 
of mobile telephones, known 
as personal communications 
services, which the US govern- 
ment intends .to license over 
the next few year. The Federal 
Communications Commission 
has Indicated a bias against 
giving these licences to compa- 
nies which already hold cellu- 
lar licences In a particular 


Hr Ginn said Pactel could 
enter the long-distance market 
itself or contract for the ser- 
vices of existing suppliers. 
AT&T, the leading US 
long-distance carrier, itself 
underlined the growing links 
between the two markets last 
month when it announced 
plans to take a 33 per cent 
stake in HcCaw Cellular, the 
largest US cellular carrier. 

Mr Ginn added that white 
Pactel had no manufacturing 
ambitions, it may wish to take 
an equity stake In an equip- 
ment company as part of the 
development of its services. 


« 

Australia faces an identity crisis 

■ 

Kevin Brown reports on the growing level of foreign ownership 


P icture a typical Austra- 
lian. He wears an Aku- 
bra hat and Drlzabone 
raincoat, drives a Holden car, 
and lunches off Vegemite sand- 
wiches w ashed down with Cas- 
tle maine XXXX beer or a glass 
of Jacob's Creek wine. 

Many Australians would see 
such a "typical Aussie" as a 
caricature. But most would 
also regard the locally-made 
products as cultural icons, 
each of which expresses some- 
thing about what it means to 
be Australian. 

Yet only Akubra is Austra- 
lian owned: Holden' and 
Vegemite are US-owned, Cas- 
tlemame is ran from New. Zea- 
land, Drizabone is British, and 
Jacob’s Creek, part -of the 
Orlando Wyndham group, is 
French. 

These are not Isolated cases. 
More than half of the Austral 
lian beer industry is foreign- 
conirolled, as is about 70 per 
cent of processed food produc- 
tion, 90 per cent of daily news- 
paper circulation, and much of 
the wine industry. 

The Labor government has 
taken a relaxed view of the 
growing level of foreign owner- 
ship, arguing that each case 
should be dealt with on its 
merits. The Foreign Invest- 
ment Review Board, approves 
96 per cent of applications from 
overseas companies to acquire 
stakes of more.than 15 per cent 
in Australian companies. 

But concern about the feral 
of foreign ownership is begin- 
ning to emerge among eco- 
nomic nationalists gw-h as Mr 
Harry Palmer, president of tbe 
Australian Owned Companies 
Association, who wants a ban 
on further foreign acquisitions. 
Most attention Is focused on a 
gradual restructuring of the 
food industry, which analysts 
say could leave Australia with- 
out a single locally-owned 
major manufacturer. 

The most recent deal is a 
A$430m ($296. 8m) offer by 
United Biscuits of the UK for 
the snacks business of Coca- 
Cola AmatiL, which will trims-, 
ter 56 per cent of the Austra- 
lian snacks market to British 
hands. 

The deal is not typical 
because the snacks business is 
in effect being transferred from 
one foreign owner to another 
- CCA Is itself 51 per cent 



Unfair dinkum: authorities take a relaxed view of the movement of company ownership abroad 


owned by Coca-Cola, the US 
drinks company. 

However, Mr Jonathan Rabl- 
novltz, food industry analyst at 
Potter Warburg Securities, 
says it provides a good illustra- 
tion of the three main driving 
forces behind the restructur- 
ing. 

These are: shedding of non- 
core businesses by companies 
which expanded their product 
mix in the 1980s; expansion of 
core food activities by the 
major manufacturers; and 
growing international interest 
in Australia and New Zealand 
as a base for building business 
in tbe rapidly expanding Asian 
market. 

Mr Rabinovitz says the deal 
allows CCA to concentrate on 
its profitable beverage bottling 
business, while adding to the 
core business of UB by deliver- 
ing market leadership in an 
Important regional market 

UB has also made clear that 
it sees the deal as an opportu- 
nity to establish an Asia-Pa- 
cific bridgehead from which to 
compete with PepsiCo, the US 
soft drinks company, with 
which it is battling for world- 
wide market share. 

Some of the same driving 
forces can be identified in 
other recent food industry 
developments, including: 

• The NZ$566m ($292£m) pur- 
chase by Heinz, tbe US food 
group, of the Wattie food busi- 
ness in New Zealand from 
Goodman Fielder Wattie. Mr 
Tony O'Reilly, Heinz chairman, 
has made dear that he plans to 
use Wattle's efficient plants to 
attack the Asian market. 

• GFW’s A$330m acquisition 


of the Uncle Toby's food group 
in Australia as part of its 
attempt to become tbe biggest 
manufacturer of cereal-based 
branded food products in the 
Asia/Pacific region. 

• The acquisition by Pacific 
Dunlop of the Petersville 
Sleigh brands from the col- 
lapsed Adsteam group, for- 
merly controlled by Mr John 
Spalvlns. Pacific Dunlop 
already has a strong presence 
in Asia/Pacific markets. 

• The battle for control of 
Arnotts, the Austr alian biscuit 
maker, for which Campbell 
Soup of the US is bidding 
A$8.80 a share, valuing the 
group at AS1.2bn. Campbell 
wants to use Arnotts to spear- 
head a major sales drive in 
Asia. 

A rnotts has rejected the 
bid, and is basing its 
defence partly on an 
appeal to the FIRE to prevent 
ownership passing overseas, 
which It claims win involve no 
advantages in terms of technol- 
ogy or marketing skills . 

Mr Rabinovitz says the 
strong attraction of Australia 
to international companies, 
combined with the relative 
weakness of the surviving 
locally-owned companies, sug- 
gests the Campbell bid is likely 
to be "Just the beginning of 
the ultimate domination of 
the food sector” by multi- 
nationals. 

"First, the low probability of 
successfully tarkling the multi- 
nationals bead on is unlikely 
to justify the risks ... of going 
it alone offshore without an 
alliance with a strong and 


already established multi- 
national. 

"Second, on their home 
front, Australian food compa- 
nies [will] face a tough trading 
environment as the multi- 
nationals increase their 
already strong grip on the 
domestic market,” he says. 

Mr Rabinovitz suggests that 
the milling group Defiance 
Mills and the dairy-based com- 
panies National Foods and 
QUF Industries are prime can- 
didates for takeover by one of 
the larger global players. 

GFW, the Largest food busi- 
ness in Australasia, is better 
protected, but has performed 
poorly in recent years and 
faces limited domestic growth 
opportunities. 

“It makes eminent sense for 
GFW to seek a strategic alli- 
ance with one or more multina- 
tional food groups in the 
future. Alternatively, [it] may 
prove attractive to a major 
food group seeking to bolster 
its own core operations,” he 
says. 

Much may depend on the 
outcome of the Arnotts battle. 
The final decision on whether 
to allow the bid to proceed will 
be taken by Mr John Dawkins, 
the federal treasurer, who has 
said he will take into account 
Campbell’s ability to assist 
Arnotts in increasing sales to 
Asia. 

Hiat is not the same as say- 
ing that the bid will be decided 
on grounds of economic nation- 
alism, but it does mean that 
Campbell will have to convince 
Austr alians that the bid is In 
the national interest, as well as 
in shareholders’ interests. 


Setback for Israeli bank sale 


By Hugh Camegy 
in Jerusalem 

THE Israeli government’s 
faltering attempts to sell' its 
majority shareholdings in the 
country's four leading banks 
have suffered a setback with 
the collapse at the weekend of 
an agreement to sell Bank Miz- 
rahi to Mr Gad Ze'evi. an 
Israeli businessman. 

The collapse leaves the gov- 
ernment without any clear 
strategy for the sale of the 
hanks - the other three are 
Bank TTapnaHm, Banfc Leumi 
and Israel Discount Bank - 
with only 10 months to go until 
an effective deadline for their 
privatisation. 

Any bank unsold by October 
1993 will fall under direct state 
control under the terms of the 


government's rescue of the 
banking system following a 
share collapse in 1983. The 
state spent $7bn buying up the 
majority of the banks' shares, 
hut left management with the 
original owners under a prefer- 
ential share system. 

Once sold, the ‘government’s 
shareholdings will have equal 
voting rights, taking the banks 
back into foil private owner- 
ship. But the failur e to divest 
by next October could lead to 
foil nationalisation, just as the 
government is trying to reduce 
the state’s role in the economy. 

Mr Ze’evi, who already owns 
the small Maritime Bank, 
agreed earlier this year to buy 
a 51 per cent stake in Bank 
Mizrahi, previously owned by 
the World Mizrahi religious 
movement, for $185m. But the 


Bank of Israel and the US Fed- 
eral Reserve Board, which had 
to approve the sale of Bank 
Mizrahi’s US subsidiary, 
delayed issuing Mr Ze’evi the 
necessary banking permits. 

One dispute arose over Mr 
Ze’evi’s intention subsequently 
to sell some of the bolding to 
other investors. Hie demanded 
the Bank of Israel issue him a 
permit by last Friday, but it 
refused. 

The government’s strategy of 
placing through private ten- 
ders controlling stakes in the 
banks appears now to be in 
tatters. It had already been vir- 
tually discounted for Bank 
Hapoalim and Bank Lenmi, the 
two biggest banks, because of 
their size. The likeliest alterna- 
tive is large-scale flotations on 
foe Tel Aviv Stock Exchange. 


Woodward’s 
seeks protection 

By Robert Gibbons 
In Montreal 

WOODWARD’S, western 
Canada’s biggest department 
store group, cannot meet debt 
repayments and has filed for 
bankruptcy protection. 

The 100-year-old Vancouver- 
based chain, with 26 depart- 
ment stores and 33 smaller 
units throughout British 
Columbia and Alberta, is pre- 
paring a restructuring plan to 
be put before creditors by mid- 
February. It will mean more 
store closures and .lay- 
offs. 


Pfizer to increase R&D 


By Paul Abrahams 

PFIZER, one of the 
fastest-growing US drugs 
groups, is to Increase its 
annual research and develop- 
ment spending to more than 
$lbn next year. 

Mr Henry McKlnnel, chief 
fiwanriat officer, said the aim 
was to increase the percentage 
of group sales born pharma- 
ceuticals. During the first nine 
months of this year drugs gen- 
erated 62 per cent of its $5.2Sbn 
sales compared with 54 per 
cent last year. 

Mr McKlnnel said the group 
would limit price rises on US 


prescription drugs to between 2 
per cent and 3 per cent in the 
coming year. The announce- 
ment follows growing political 
pressure from Congress to 
limit price increases. A num- 
ber of other groups, including 
Merck, the largest US drugs 
company, have undertaken not 
to raise prices or at least limit 
them to the rate Of inflation. 

The promise to increase 
investment in research and 
development by up to 20 per 
cent next year follows an 18 
per cant rise to $756Bm in 1991. 
The investment is designed to 
help the group counter the 
expiry of patents. 


Macy posts 
$135m first 
quarter loss 

By Nick I Talt In New York 

R H. Macy, the US department 
store group which has been 
operating under Chapter 11 
bankruptcy protection since 
the beginning of the year, has 
reported an after-tax loss of 
$135.8m for the three months 
ended October, the first quar- 
ter of its financial year. 

The loss, however, came 
after reorganisation costs and 
interest expense items of 
482.3m. Operating results - 
earnings before interest, tax. 
depreciation and amortisation 
- showed a $13.4m surplus.' 
Macy said this was in line 
with expectations, and more 
than satisfied the covenants 
agreed with its bankers. Bor- 
rowings in October and 
November were also “signifi- 
cantly below projected levels," 
and Macy plans to repay ail 
seasonal borrowings this 
week. 

Sales, however, were S1.48bn 
during the quarter, down from 
$L6bn a year earlier. In part 
this reflects the closure of 
some outlets, but total sales 
and same-store sales still fell 
by 3-3 per cent and 5.7 per 
eent, respectively, after the 
effect of the closures was 
stripped onL 

In October alone, a fairly 
encouraging month for most 
retailers, Macy saw total sales 
advance by 0A per cent (exclu- 
ding the closed stores), but 
comparable sales stOl dipped 
by 2 per cent 



The new, 

NON-STOP WAY 
TO CARACAS, 
THE GATEWAY TO 
SOUTH AMERICA. 

Fly chc new, non-stop Saturday service co Caracas-via VI ASA. 
Departing Heathrow at rhe convenient time of 9.45 am and landing at 
Caracas just 9 hours later, ar 15.45pm, local time. 

With the addition of this new service, VI ASA opens up the 
whole of South America. On Saturdays there arc same day connections 
from Caracas to Santo Domingo, Havana, Bogota, Lima. Cartagena, Sail 
Jose, Costa Rica and Buenos Aires. Our Tuesday flights, via Margarita 
Island, have onward connections to Rio dc Janeiro, Santiago dc Chile, 
Sao Paulo, Bogota. Santo Domingo, Cartagena and San Jose. Cosra Rica 
and Havana. 

Our non-stop scheduled flights aboard tvidc-bodicd IXMO's 
offer comfort, service aad value r hat's second to none, with Special 
Class offering all the facilities of first-class, but at a business class price. 
And now, for a limited period, our special offer fares make that value 
better rhan ever. 

Ask your ABTA travel agent for full details of these special offers 
and VIASA's full schedule to South America, or phone VIASA sales on 
071-493 3371 Reservations; 071 -493 3630. Fax: Q7M93 2915. 

Venezuelan International Airways, 19/20 Crosvcnor Srrccr, 
London WIX 9FD. 



VENEZUGMi OiT^FNAHOHAL AJRWKYS 


An investors nightmare? 


The introduction of TAURUS, - 
the Stock Exchange's new share 
settlement system may become a nightmare 

for private investors. 


FIND OUT WHY. . . 

INVEST IN 

THE CHRONICLE 

11 -17 DECEMBER 1992 


On sale 

every 

Friday 


INVESTORS 

CHRONICLE 


£ 1.50 

from your 

local 

newsagent 


■i «p i ■■■ i< 


A FINANCIAL TIMES MAGAZINE 


ILS.*5MMXXM)00 

cmcoRPO 

Bnbt mBp tf ed Affimfcahlfe Mote Capital S cc ii ri t fa i BANCS . 

Notice b hereby givon that ihe Rale of interest -has been fixed at 
3.875% and that ftve i n terest payable on the relevant Interest Pay- 
ment Data March 15,1993 against Coupon tNa.25 m resped of 
USi50 r 000 remind ofrlhe Notes wB be U^$489-7^- 

CmBAfiKO 


M. W. MARSHALL & COMPANY LIMITED 

Marsh alls would to wish the compliments 

of the Season and every success in 1993 - 
to all their clients and thank them for their 
support during the past year. 

A donation will be to charity in lieu of 
Christmas cards. 
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Finance for Danish 
Industry International 
SA 

Yen 5,000,000,000 
Guaranteed notes due 
1994 

Notice is hereby given that for 
the interest period 14 Decem- 
ber 1992 to 14 Jane 1993 the 
notes will carry an interest rate 
of 4.45% per annum. Interest 
payable on 14 June 1993 will 
amount to Yen £223,890 per 
Yen 100,000,000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Sparbankeraas Bank 
SivedBank 

( Incorporated (rich limited liability in 
rhe Kingdom of Sweden) 

¥10,000.000,000 

7 percent. Notes due 1993 

consisting of equal amounts of 

Bull Notes 
and 

BearNotes 

In accordance wtch Condition 
6(E)(0 of chc Terms and 
Conditions of the Notes, chc 
Redemption Amount payable 
on the 14th April, 1993 will bt 
¥96,430,000 per ¥100,000,000 
Bull Note and ¥78,490,000 per 
¥100,000,000 Bear Note. 
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essWeek 


This week’s topics: 

Japan's Auto Overhaul 
Gusher in Kazakhstan 

A Tak With The Governor Of Hong Wang 

Cfintorfs Economic Team 

What's in And Out In 33 

(For subscriptions: From UK call 0628 • 23431) 

Now available at your newsstand! 



BusinessWeek International 
14. av d'Oucfty, CH-1006 Lausanne tel. 41-21-617-4411 
For subscriptions call UK 44-628-23431 Hong Kong 852-523-2939 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


US MONEY AND CREDIT 


Prices buoyed by news on inflation Optimism at Clinton appointments 


GILT prices were buoyed by 
better than expected news on 
inflation, although a continua- 
tion of the obdurate stance by 
the Bundesbank on interest 
rates reduced demand for 
short-dated bonds. 

In thin trading, prices for the 
UK securities mainly moved 
sideways. However on Friday 
gilts moved up by l point at 
one stage on news that the 
retail price index rose by 
just 3 per cent in the 12 
months to November, its low- 
est year-on-year increase in six 
years. 

A day earlier, the Bundes- 
bank council, as expected, 
failed to cut its interest rates 
due to continuing worries 
about high German inflation 
sparked by unification and 
soaring government defldts. 

The lack of action on Ger- 
man monetary policy lifted the 
D-Mark against most European 
currencies, including the 
pound. Even though sterling is 
no longer formally tied to the 
D-Mark, Bank of England and 
Treasury officials are thought 
to be extremely nervous about 
the possibility of the poond 
falling much below its current 
level of around DM2.45. 

As a result officials are 
expected not to want to run 
the risk of the pound falling by 
sanctioning any further reduc- 


UK gUis yield 

Restated at par (%) 



tion in base rates, now 7 per 
cent While short-term interest 
rates in the UK appear to be 
unlikely to see any imminent 
changes, Investor interest in 
purchasing short dated gilts is 
expected to be lukewarm. 

As well as worrying about 
the level of the pound, the 
Bank and the Treasury are 
also thought to be cautious 
about sanctioning a further cut 
in base rates on the grounds 
that there are small signs of a 
pick-up in economic activity. 

Many politicians and indus- 
trialists would welcome a fur- 
ther cut In UK rates, which 
have come down by 3 percent- 
age points since September 
when Britain left the European 


exchange rate mechanism. But 
before deciding on any further 
action on interest rates govern- 
ment officials will probably 
want to wait for further news 
as to how overall UK demand 
might have increased as a 
result of the easing in eco- 
nomic policy since sterling’s 
devaluation. 

With yields for short-matur- 
ing securities pushed up a frac- 
tion last week by the lack of 
strong expectations about base 
rate cuts in the near future, 
the focus switched to the lon- 
ger end or the yield curve. 
Gilts in this part of the bond 
spectrum held out some attrac- 
tion for investors, particularly 
after Friday's inflation news. 

This class of securities saw 
some buying pressure after the 
inflation numbers showed the 
continuing weakness of 
demand at the retail level in 
the UK, a development likely 
to be good for gilts over the 
next Tew months. The year on 
year increase in the RP1 In 
November - the headline 
number - showed a big 
decrease on the corresponding 
figure in the year to October of 
3.6 per cent. 

Meanwhile, the Treasury's 
favoured measure of underly- 
ing inflation - the RPI less 
mortgage Interest payments - 
saw a foil from 3.8 per cent in 


the 12 months to October to 3.6 
per cent in the year to last 
month. That is a further sign 
that growth in the UK econ- 
omy next year is likely to be 
weak, a factor that can be 
expected to boost demand for 
long-dated gilts. 

According to Mr Don Smith, 
an economist at Greenwell 
Montagu, figures for UK infla- 
tion are likely to be exception- 
ally important for the gflt mar- 
ket over the next few months, 
ahead of any surge in prices of 
imported goods sparked by 
sterling's devaluation. 

Emphasising the message 
that underlying inflation is 
continuing to foil rapidly, an 
index compiled by Greenwell 
Montagu of "core inflation” fell 
from a year-on-year 3.4 per 
cent in October to a figure of 
just 3.1 per cent in November. 
In September the number had 
been 3.7 per cent 

The foil in the core index - 
which is the RPI, excluding not 
only mortgage payments but 
prices of petrol, seasonal food, 
electricity, gas and other items 
deemed to be subject to erratic 
price variations - is a further 
indication of extremely weak 
demand for many classes of 
retail goods caused by the lin- 
gering recession. 

Peter Marsh 


JAPANESE BONDS 


Tankan prompts hope of rate cut 


HOPES of an immine nt cut in 
the official discount rate re- 
emerged on Friday following 
the release of the latest tan- 
kan, the Bank of Japan’s quar- 
terly survey of business confi- 
dence. 

The report made it clear that 
the Japanese economy is facing 
one of the most severe post- 
war downturns. It could well 
prompt a further fall in short 
term money market rates and 
a steepening of the yield curve. 

The yield on the No 145 10- 
year government bond closed 
at 4.595 per cent on Friday. 
With most bond market partici- 
pants on the sidelines ahead of 
the year-end, the yield has 
ranged between 4.58 per cent 
and <L63 per cent over the past 
month. 

The central bank's report 


Indicated that business confi- 
dence among 6,874 businesses 
fell to a 16-year low, with confi- 
dence among manufacturers 
foiling to minus 44, its lowest 
level since 1976, and non-manu- 
focturers min us 27, down from 
minus 13 in August 

The sluggish economy was 
confirmed in third-quarter 
GNP figures announced earlier 
this month. Japan's economy 
fell an annualised 1.6 per cent 
from the previous quarter. 
Traders point out that while 
the next cut for the official dis- 
count rate Is already dis- 
counted in bond prices, the 
move could prompt a rally in 
response to hopes of a further 
credit easing. 

Although the Bank of Japan 
denies the possibility of an 
imminent discount rate cut. 


some investors remain hopeful 
the central bank may repeat 
last year's move, when it eased 
credit on December 30. 

A further foil in short term 
rates would be favourable for 
the long bond market, and for 
corporate issuers, who need to 
raise funds as equity-linked 
bonds, launched at the peak of 
the market, come to maturity. 

Mr Marshall Gittler, fixed 
income analyst at Merrill 
Lynch in Tokyo, says institu- 
tions are facing a problem In 
finding low risk high yielding 
instruments to place funds, 
causing a lack of investors 
willing to sell. 

On the middle to longer 
term, however, a deluge of cor- 
porate issues could pose prob- 
lems over the next year, where 
some YlO.OOObn of equity- 


intrum \ ss justitia 

INKASSO FOR EUROPE 

NOTIFICATION OF ACQUISITION OF INTEREST 
IN INTRUM JUSTITIA N.V. 

Intrum Justitia N.V, ('the Company"! hereby gives you notice, in accordance with Netherlands Antilles law, of an 
acquisition ot shares in the Company. 

FMR Corporation, 82 Devonshire Street, Boston MA 02109-3614, United States ot America, and its direct and 
Indirect subsidiaries and Fidelity International Limited (RL) and its direct and indirect subsidiaries both being 
non-benettciaJ holders, ("fidelity"! an International investment management company, has informed the 
Company that it is now interested in 13,549,851 ordinary shares of lOp each of intrum Justitia N.V being 
11.94% ot the issued and outstanding voting capital of the Company. The date on which (he obligation to make 
notification arose was 4 March 1991. 

Fidelity^ interest in the Company is made up as follows: 793.946 shares held by J.PM. Nominee Ltd.. SO Victoria 
Embankment, London EC4Y0JP. 2,020,952 shares held by MSS Nominees Lid.. 739109 A/C Suffolk House. 5 
Laurence Pountney Hill, London EC4R OEU 9.722.129 shares held by Clydesdale Bank Nominees, of 30 St. 
Vincent Place, Glasgow G1 2HL United Kingdom. 1.012.824 shares held by Boston Sate Deposit & Trust, 

Princess House, Bush Lane, London EC4R CAN, United Kingdom. 

fidelity has informed the Company that It is contemplating acquiring more voting shares or otheiwise extending 
its voting rights in the Company during the next twelve months. Fidelity is not contemplating within the next 
twelve months using its participation in the Company to influence the Managing Board or bring about decisions 
which do not fit in with normal Investment policies Nor will fidelity. In this period, seek to acquire 
representation on the Managing Board or the Board ot Supervisory Directors or to obtain shareholders' proxies 
(or an upcoming meeting of shareholders- 

Details of the Antilles Law concerning the acquisition of an interest or control in companies listed on the 
exchange, can be found in the Circular to Shareholders of September 15, 1992. Copies can be obtained Irom 
Intrum Justitia N.V, Chumaceirokade 3, Willemstad, Curasao. Netherlands Antilles oi Irom James Capet, 
Corporate Broking, Thames Exchange, 10 Queen Street Place. London EC4R 1BL. United Kingdom. 

farirnm JestitiaN.V 
14tti December 1992. 


INDUSTRIAL RECONSTRUCTION ORGANISATION lI.R.O.) 

DKNATIONALISATU )N 

Invitation for ICxprexsiuns uf Interest in the Purulta.se »r tlic Companies KM MM and AZfiVCO 

In application uf Ijw 2000/y i (article 6) on tlcniilii.inalic.il iuim. ilii- IkO inviicj micrc^lcJ pjriict 10 express their 

interest, up to 21st December 1992, in ptucliasiug the «h.in:< * its unrip inlet with u wnuui. non-binding expression 
of interest. 

More particularly, the expressions of interest can refer u, 'Hie i»r hoi h >>| i I k* fi'UowiHg uxiipjiii'.‘>: 

1. Iv LINDA This company is engaged in ihc pfivJnctiim uf while ■. Iv: ini il cutis .md Not I,.: hold appliances. It 
has factories al tkifilia, Autca and in Thebe*. 

2. AZ1NCO S.A. Ibis company is engaged in the production of pb.li>., and prc«»-x\isi |*i r, ■: fur industrial use. The 
company's installations arc housed in a sdf-ou'ned factory m Dnganu. IK-K-i 

Interested panics cm receive OITcring Vtemonnduins In in ihc ollu.cx >.| ihe 1 1< O (Denationalisation Dept.) from 
4«h January 1993. 

I-'or further information, interested panics can appjy to the iinlu.[r, at K-.n-nunMion Organisation S.A. (1 R.O.), 234 
Syngrou Avc. 176 72 Kalliihca. Tel. 30 I V52.5540-‘J lost 362) \., v . hi i >>Sf. k7S:H 



The Chase Manhattan Corporation 

U.S. $400,000,000 

Floating Rale Subordinated Notes due 2009 

For the three months llth December, IW to lith Match, t'WI 
the Notes will carry an interest rate of 5Ji% per annum wirh a 
coupon amount of U.S. $131.25 per U.S. } 10,000 Mutes, payable 
on 1 Ith March, 1993. 




Banker* Trust 
Company, London 


Agent Bank 


Thia notice supersede* all 
precious notice*. 

TO THE HOLDERS 
OF 

Home Shopping 
Network, Inc. s 

5Mr Convertible 
Subordinated Debentures 

NOTICE OF DIVIDEND 

NOTICE IS HEREBY GIVEN p oi gn a nt 
to Section 1206 of that certain Indenture 
dated a a ot April 22. 1987 (the 
“Indentured between Home Shopping 
Network, lac. (“HSN") and Banker* 
Triiai Company, as Thistee, (the 
“Trustee” ). j>u reliant to which HSN 
fatted its Convertible Subordinated 
Debentures due April 22, 2002 (the 
"Debentures"), that December 24. 1992 
CLhc "Record Dttte’7. has been set aa the 
Record Date for the pro rata dbtribntlon 
of all or the capital stock of SDver King 
Communications. Inc^ a Delaware 
owporatlon and wholly-owned anba faBaiy 
nr HSN, to holder* of HShTs Common 
Stock. $.01 par raise, and Class B 
Common Slock. 8.01 nar valoe. The 
conrandon price for Debentures will be 
afjuael u or the Record Dale to rdled 
the Distribution. Notice of the adjusted 
conversion price will bo mailed to 
record holders or Debentures following 
the Record Date. 

HOME SHOPPING NETWORK, INC. 
DuierL- December 14, 2993 


NOTICE TO THE HOLDERS OF 

WALKER POWER 
CORPORATION LIMITED 
£170.000,000 

Variable Rate Bonds due 1995 

Notice is hereby given that WALKER 
POWER CORPORATION LIMITED 
has changed its corporate name into 
POWER TROCADERO LIMITED aa 
from June 24, 1992. 

The Bonds will neither be stamped nor 
exchanged and will continue to be 
listed on the Luxembourg Stock Ex- 
change under the former name of 
WALKER POWER CORPORATION 
LIMITED followed by the new name 

of POWER TROCADERO LIMITED. 
For and on behalf of the Issuer 
POWER TROCADERO LIMITED 
Baiupte Paribas Luxembourg 
Soci£t£ Anonyms 
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PREJIDENT-elect Bill Clinton, 
whose economic and fiscal pol- 
icy utterances will dominate 
US credit market sentiment for 
months to come, saw Ids own 
credit rise several notches on a 

suspicious Wall Street last 
week as he announced his 
team of economic advisers. 

The appointments gave Wall 
Street the most tangible indica- 
tions yets of the likely eco- 
nomic priorities of a Clinton 
administration. And the credit 
markets, which generally asso- 
ciate Democratic administra- 
tions with the twin sins of 
increased government spend- 
ing and inflation, were par- 
tially reassured by the politi- 
cally centrist team they 
saw. 

The market's over-riding fear 
is that, the CHnfrm administra- 
tion, committed during the 
election campaign to jump- 
starting the (then) ailing US 
economy, will go for an exces- 
sive fiscal stimulus early next 
year, just when US growth 
seems to be gathering momen- 
tum. The result could be 
renewed inflationary fears and 
a slump in bond prices. 

The market’s hope is that Mr 
Clinton, whose campaign 
pledges also included action to 
cat the federal budget deficit, 
will energetically apply 
himself to this goal, which 
would be positive for bond 
prices. 

The membership of the Clin- 
ton economic team gives 
grounds for optimism not just 
that the emphasis will be on 
deficit redaction, but that the 


administration may be able to 
get genuine change through 
the Democrat-dominated Con- 
gress, which its Republican 
predecessor failed to do. 

Mr Lloyd Bentsen, the new 
treasury secretary, knows Con- 
gressional fiscal policy-making 
inside out thanks to his many 
years as chairman of the Sen- 
ate finance committee. Repre- 
sentative Leon Panetta. the 
new director of the Office of 
Management and Budget, has 
long been a strong advocate of 
deficit redaction. 

WaS Street sceptics suggest 
the appointment of Congressio- 
nal insiders could make Mr 
Clinton, a prisoner of a free- 
spending Capitol TOIL but the 
president-elect's finely toned 
political instincts seem more 
likely to produce the very 
opposite effect 

As Mr Edward Yardeni, chief 
economist at securities firm 


C.J. Lawrence, points oat, Mr 
Clinton wants to get re-elected 
in 1996. and the strong showing 
of Mr Ross Perot during last 
autumn’s campaign shows the 
electorate is deeply concerned 

about the deficit 

He adds- “The big surprise 

over the next few months 
could be that Clinton’s multi- 
year economic proposals will 
have much less short-term fis- 
cal stimulus and much more 
deficit reduction than widely 
expected-" 

Certainly, the latest statis- 
tics suggest that the economy 
is now recovering sufficiently 
robustly not to need a sharp 
stimulus. Last Friday brought 
word of a better-than-expected 
jump in November retail sales 
and a big rise in consumer con- 
fidence. 

The Federal Reserve's latest 
Beige Book on economic condi- 
tions points to a modest but 


First for Merrill Lynch 


MERRILL Lynch, the US 
securities group, plans to open 
a representative office in 
Shanghai, AP-DJ reports from 
Betting. 

The official Xinhua News 
Agency said Merrill Lynch 
would he the first foreign secu- 
rities company to operate in 
China. 

One of China’s two, tiny 
stock markets is located in 
Shanghai. 

The market offers a 
small selection of “B shares," 


which are sold for hard 
currency to foreign invest- 
ors. 

The “A shares" bought 
by Chinese investors can- 
not be sold to foreign- 
ers. 

The news agency did not say 
whether Merrill Lynch would 
be allowed to operate on equal 
terms with Chinese securities 
companies In the domestic 
market, or whether it would be 
limited to dealing with foreign 
Investors. 


uneven improvement and the 
central bank seems certain to 
keep monetary policy on hold 
when its Open Markets Com- 
mittee meets on December 22. 

At the same time, inflation- 
ary pressures remain very sub- 
dued. The consumer price 
index for November, released 
on Friday, saw a modest two- 
tenths of a per cent rise, just 
what Wall Street bad been 
expecting. 

The net effect of these vari- 
ous forces last week was to 
leave long bond prices mod- 
estly higher on the week, with 
the yield on the benchmark 30- 
year issue dropping from 7.43 
per cent to 7.43 per cent A 
rally early in the week on news 
of the political appointments 
was partly offset in the latter 
half by the good economic fig- 
ures. 

The great unknown remains 
the economic package Mr Clin- 
ton will unveil in the early 
weeks of his presidency. The 
market was unsettled by his 
recent remarks - albeit made 
well before last week's cabinet 
appointments - suggesting 
that the recovery may not be 
all that robust. 

But each fresh batch of sta- 
tistics suggests otherwise, and 
could open up for Mr Clinton a 
golden opportunity for deficit 
reduction. Long bond prices 
might then rally, producing a 
substantially flatter yield 
curve as short term rates 
trended upwards in response to 
recovery. 

Martin 


linked issues are expected to 
mature. Corporate registra- 
tions for issuances within the 
next two years with the Minis- 
try of Finance have risen to 
around Y7.000. 

Most companies seem to be 
waiting for interest rates to 
bottom, and Investors may face 
a surge in new issues during 
the first and second quarters of 
next year. 

According to Merrill Lynch. 
Japan's private sector debt is 
currently equal to over 200 per 
cent of GDP and the net return 
on capital is around the lowest 
level for ten years. 

Under such circumstances, 
the Bank of Japan is expected 
to keep rates low to maintain 
low-cost short term financing. 

Emiko Terazono 
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UK BONDS 


Debenture holders face controversial default 


BY THE end of this week the UK 
debenture market could be faced 
with a rare and controversial 
default, the Erst such event to 
spring from the weakening UK 
property market 

The case has already prompted 
many investors to take a closer look 
at the state of the assets backing 
their debentures, as well as the 
wording of the covenants covering 
their lending. And it has brought 
scrutiny of how well trustees 
protect their bond holders' 
interests. 

A £l35m issue from London & 
Provincial Shop, a subsidiary of 
Randsworth Acquisition, which is 
in receivership, seems likely to be 
called into default on Friday, 
following notice of breach of 
covenant Issued ten days ago by 
Law Debenture Corporation, the 
trustee to the issue. 

Law Debenture’s reason for 
issuing its notice - the sale by 

London & Provincial in l&0 of a 
property over which the debenture 
holders had a charge - is disputed 
by the company, which claims it 
acted in accordance with the trust 
deed. These rival views could yet 
end up in court. 

London & Provincial’s problems 
go far beyond this, though. 
Bondholders were told earlier this 
month that a valuation in June of 
the properties backing the bonds 
had shown total assets to be worth 


only 1.18 times the £135m lent, 
compared with a covenanted 
agreement that, the proportion 
would not fall below L5 times. Since 
June, the company estimates, its 
assets have fallen further, leaving it 
with cover of less than l.l 
times. 

The company also faces an 
interest payment to its debenture 
holders on January B. Since its 
recent announcement of losses of 
£L37m in the year to June, that 
payment has been in doubt 

Defaults in the debenture market 
are few and far between - and even 
when they happen, investors are 
normally repaid in foil (as 
happened when Rolls-Royce 
collapsed 20 years age). In the past 
30 years, only the Prince of Wales 
Dry Dock in Swansea and Mitchell 
Construction are thought to have 
left their debenture holders out of 
pocket ■ 

That helps to account for the 
tight spread on which debentures 
trade: MEPCs secured bonds, for 
instance, trade at a spread of about 
110 basis points over gilts, 
compared with the 220 basis point 
spread of MEPCs unsecured debt - 
a difference of 110 basis points. For 
the strongest credits in the property 
sector, like Land Securities, the 
difference is around 55 basis 
points. 

The rarity of the situation has 
prompted debenture investors - 


mainly insurance companies - to 
scrutinise their portfolios with 
renewed interest So for only Dares 
Estates, a property investment and 
development group which Is 
seeking a financial restructuring, 
has been put on the official sick 
list 

The London & Provincial case has 
aroused investors’ passions for 
other reasons too. Despite the lack 
of adequate asset cover, no formal 
valuation of the properties has been 
done under the terms of the 
debenture's trust deed (the June 
valuation came from the company's 
own advisers). Only after a formal 
valuation, and a further six-month 
period to allow the company to top 
up the asset cover, would the 
bondholders be able to call a breach 
of covenant 

Some investors feel the trustee to 
the issue. Law Debenture, has failed 
to protect their interests. Six 
months ago, a substantial 
proportion of the holders asked the 
trustee to order a formal valuation, 
only to have their request rejected. 

Mr David Norris of Law 
Debenture still stands by that 
decision: an attempt by a receiver 
to sell London & Provincial in full 
could have been harmed by such a 
move, if it revealed a low valuation, 
he says. Also, since the debentures 
do not mature until well into the 
next century, it seemed logical to 
react to a short-term fall in the 


property market by starting a series 
of actions which could lead to a 
technical default. Investors be 
spoke to afterwards agreed with the 
reasoning, says Mr Norris. 

He adds that London & Provincial 
highlights one of the hazards of 
being a trustee: you are condemned 
if you act, and condemned if you do 
not. Others, though, claim the case 
raises more important questions. 
How well do trustees exercise their 
discretion - and are there other 
situations where they have 
effectively turned a blind eye to 
potential breaches of covenants, 
potentially to the detriment of 
investors? 


THERE is a view abroad Is the City 
that another corner of the domestic 
sterling bond markets is about to 
spring into life. Judging by a 

significant shift in their financing 
costs, UK local authorities should 
soon return to the capital markets 
after a decade-long absence. 

The overall picture is dear from 
figures prepared by Baring Sterling 
Bonds. In 1981, local authorities had 
more than £2bn in bonds and loan 
stocks outstanding. By last year, 
that had fallen to under £300m. 
Authorities could borrow more 
cheaply from the Public Works 
Loan Board, which itself is funded 
through gilt issuance, so why turn 
to the markets? 


That picture has changed 
markedly. PWLB lending counts 
towards the UK’s Public Sector 
Borrowing Requirement, so rates 
have been pushed up to dissuade 
authorities from tapping the public 
purse. That effectively forces them 
into a form of public sector 
off-balance sheet finance - 
borrowings direct from banks or the 
bond markets. 

This phenomenon isn’t restricted 
to the UK, but Is becoming familia r 
across Europe as national fiscal 
positions deteriorate. 

Why, then, hasn't there already 
been a stampede of authorities to 
the sterling bond market? In part, 
perhaps, because tbe markets need 
time to reacquaint themselves with 
the authorities. In the 10 years since 
they were last big borrowers, the 
Hammersmith & Fulham swaps 
case and a substantial shift in the 
relationship between central and 
local government have occurred. 

Also, authorities tend to move in 
unison. It seems unlikely that a 
single authority would move alone, 
without first having sounded out 
others: and some authorities may be 
concerned that, for political 
reasons, their names are not strong 
enough to demand an instant 
following. Logic suggests, though, 
that the authorities will appear 
before long. 

Richard Waters 
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IKB Deutsche lnd'bk.{p) 

75 

2003 

10 

8 

100-9’ 

Rabobank Nederland 
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Banque GdnftraJe du Lux. • 

Ibn 

2003 

10.16 

8 

102 

Banque G6n.du Lux. 

7.703 

First Austrian Bank 

Ibn 

2003 

10 

8.125 

101275 

Banque Ghuta Lux. 

7.847 

Kredteteorp Luxembourg** 

350 

1997 

5 

7.8 

101-5 

KredKetbank Lux. 

7.430 


Final farm and nainaBaMa unHaa naiad. R * Private placement §Conwtfbie. «WHti equfty warrant*. jFtoettng rate note, a) 
premium fixed at approximately 2 >*%- b) European IT OOm t ra nche lad by YpmaM InMEurope), Asian SIQOhi tranche by Nomura 
Singapore Tranches are fully kmgbta. c) Issue launcAod on 3/12/02 hat bam taere a aad to S12 Sql Coupon payable aomfranmiaJIy. d) 
Launched on ia/11/92. Putable amualy at a yield of approximately &63%: final put Is 1BD% In Dec 2002. a) 25 non-dameftabta 
subscripdon rH fmt LFrSO^OO canWcaia; each right antHaa bondholder *> tufcecrlbo for a GtavorM share at BFiOSOO (144% pv endian) by 
remittance of the bond, enable under specified terms In W96L ML 07 or 96; If c al led bondholders can subscribe tor shares, re dee m tar 
cash or opt lor a artoM bond. Q issue limited on 12/11/92 has bean tosaso d to SFrSOOm, g) Boramrs name s Choice Credit Card 
Mssterfrinl Secured by oraeflt card reoeivaMae. h) “A“ senior tranche. I) “B" junior tranche, j) Coupon pays I5bp above 3-month Ubor. k) 
Coupon pays 3Qbp above Smooth Libor. I) Coupon payable semt-oimuairy. m) Coupon pay* 124bp below SaenBi Libor. Minimum coupon 
5%. rodnvijni ia%. n) Coupon pays 12 Sup below 3-month Ubor. o) Coupon pm 40bp above 0-month Libor, p) Additional tranche to 
FI 200m deal launched on 29/11/92. Fuly tangible. q) toaua launched on 27/11/92 has bean Increased to SSSOm. Coupon pays Stop above 
Smooth Ltoor. tan Dec N at par. r) 196 wairama/ffOyOOO bomb each wa rrant end fl e s holder to one MQIC 

Investment Carp there ax S48*e 129% premium) and warranto are cal table Irani years 3-6. a ) Series XBL Coupon pays Stop aba ve 
6-month Ubor. i) Coupon pay* 60bp above 3-month Ubor. Secured by Leylend OAF lease receivables, u) Issue launched on 3/12/02 lisa 
been Increased to BFrdOOm. v) Final terms fixed on 19/12/92. W) Funtfble with YSObn launched on 19/ttBZ Plus 90 days accrued lateral 
Notes Yields owlgiieteri cm ISMA basis 


RISK AND REWARD 


Place your bets on 
the Bundesbank’s 
next move 



WILL European 
interest .rates foil to 
drop is fast next 
year as forward 
prices in the money 
markets predict? Or 
will they foil faster? 
Whichever the out- 
come, a rash of 
structured products 
is currently on offer far investors 
who want to gear up their bets on 
what the Bundesbank does next 

Betting on the speed of European 
interest rate cuts has been a popu- 
lar game from New York to Tokyo 
for more than a year now. Follow- 
ing the September mayhem in cur- 
rency markets, though, activity has 
picked up in recent weeks. 

Earlier this year, US investors 
were driven by a desire to earn high 
European-styie interest rates at a 
time when US rates were low. The 
“diff swap", which enabled them to 
swap a US income stream for a 
European-style one, was one 
answer. Now, though, they are 
more interested in how to benefit 
from the falling differential between 
interest rates In the two continents. 
Structured notes issued by banks 
are one answer - particularly for 
US or Japanese investors who want 
to avoid the risks of holding Euro- 
pean currencies. Returns to the 
investor are tied to the differential 
between US and European interest 
rates over tbe next year. 

For instance, tbe spread between 
US and German six-month Libor is 
nearly 500 basis points at present, 
while the markets expect the gap to 
have narrowed to a little over 100 
basis points by the end of 1993. 
Goldman Sachs, one of the US 
banks in London to sell structured 
notes, predicts that the spread a 
year from now will s tand at 360 
basis points. 

It therefore recommends a note 
that pays out a premium if the gap 
has narrowed to less than, say, 250 
basis points. If the markets are 
right, of course, and the gap nar- 
rows foster than this, anyone buy- 
ing such a note could quickly see 
their investment being eaten into. 

Yield curve bets like these could 
be constructed by investors from 
scratch, avoiding the investment 
banks’ own profit margin, though 
for all but the biggest that may 
prove difficult or expensive. 

An alternative bet which has 
been popular among Japanese 


investors this year is the reverse 
floater, says Mr Nick Burge of 
Nomura International. Normally 
issued in small tranches under 
medium-term note programmes, 
these instruments pay a higher 
yield as interest rates fall. Reverse 
Boaters were a popular bet on foil- 
ing Japanese interest rates at the 
start of this year, he says, and have 
now taken hold in European curren- 
cies as well. 


RENEWED tensions in Europe's 
exchange rate mechanism in the 
lead up to the Edinburgh summit 
caused some parts of the currency 

options market to all but seize up at 
the end of last week. 

Gridlocks like this have become 

familiar in recent months, ebbing 
and flowing with the tide of specu- 
lation in the spot foreign exchange 
markets. With markets becoming 
seasonally less liquid anyway as the 
end of the year approaches, it seems 
unlikely that things are likely to get 
better soon. 

“Liquidity in [options on] the 
smaller ERM currencies has been 
very thin - though it lias held up 
quite well in the £/D-Mark." said Mr 
Keith Darlington of ICl's treasury 
department. Mr Bob Jolly, an asso- 
ciate director of County NatWest 
Investment Management, agreed: 
“FFr/D-Mark is not being quoted at 
all or is being quoted on massive 
spreads.” 

Volatility for one week FFr/D- 
Mark options was being quoted on 
Friday at a spread of 5-15 per cent: a 
reflection of the fact that few banks 
wanted to write options, since to do 
so would leave them exposed to any 
sharp swing in the exchange rate. 
For ERM currencies expected to 
move within narrow fluctuation 
bands, these volatility levels 
showed just how high the pressure 
on the franc had risen by tbe end of 
last week. 

The French currency is not alone. 
The implied volatility levels used to 
price options on most European cur- 
rencies have been edging higher 
again in recent weeks, having 
slipped back after tbe traumas of 
September. This is not just within 
the ERM: the three-month volatility 
of both sterling and the D-Mark 
against the $ was around 15-16 per 
cent at the end of last week. 

Richard Waters 


NORTHAM PLATINUM LIMITED 

("Northam") 

(Registration No. 77/03282/06) 

(Incorporated in the Republic of South Africa) 

TERMS OF THE RIGHTS OFFER 

On 4 December 1992 Noitham announced Its Intention to raise approximately R350 mSon by 
means of a rights offer. Northam now advises that the terms of the rights offer will be as foiows: 

Shareholders In Northam vril be granted the right to subserfoe for 42 shares In Northam at a 
price of R1 4.75 per share for every 1 00 shares held at the does of business an 18 December 1 992. 

THE JOHANNESBURG STOCK EXCHANGE 

Application has been made to The Johannesburg Stock Exchange for a fisting of the ranounceeble (nfl 
paid] letters of aflocatlon, commencing with effect from Monday, 21 December 1992, and for a listing 
of new shares from Thirscfay, 14 January 1993. 

THE LONDON STOCK EXCHANGE 

Dealbigs wHl commence on The London Stock Exchange in the ranounceable (nfi paid) letters of 
allocation under Rule 535.4 on Monday, 21 December 1992 and in the new shares under Rule 535.4 
on Thursday, 14 J&iuary 1 993. 

CIRCULAR/LETTER OF ALLOCATION 

A circular containing full detafis of the rights offer wU be posted to shareholders on 24 December 
1992 and wfil be accompanied by a renounceabie (nil paid} letter of allocation setting out the 
entitlement -of the person to whom the circular Is addressed. 


Registered and Transfer Offices 


75 Fox Street 
Johannesburg 
2001 


Johannesburg 
14 December 1992 


P.O.Box 1167 
Johannesburg 
2000 


F B 
H S 


Brokers to the Issue 

fin the Republic of South Africa) 
Fergusson Bros., Hall, Stewart & Co. foe. 
(Registration No. 72/08905/21) 
[Member of The Johamesbug Stock Exchange 
and the South African Futures Exchange) 

[In the United Kingdom) 
Cazenove&Co. 
(A member firm of The Securities and Futures 
Authority and of the London Stock Exchange) 


A member of the Gold Fields Group 



ROYAL BANK 
OF CANADA 


Dividend No. 422 

NOTICE IS HEREBY GIVEN 
THAT a dividend of 29 cents 
per share upon the paid up 
common shares of this Bank 
has been declared payable for 
the current quarter at the Bank 
and its branches on and after 
February 24. 1993 to share- 
holders of record at close of 
business on January 25, 1993. 

By order of the Board 

Jane E. Lawson 
SentorVtcs-PrsskientSi Secretary 


US $205,000 ,000 

Kidder Peabody 
Mortgage Finance Ltd. 

■ Guaranteed Secured Floating 
Rate Notes due 1997 

For the period from December 14, 1962 to 
March 15. 1993 the Notes Mill carry an 
Interest rata of 4.25625% per annum with 
an In te rest amount at US $1,075.89 per 
US S100.000 principal amount of Notes 
payable on Match 15. 1993. 

Agent Bank: 

Bank of America NT & SA 
London 


SAMSUNG ELECTRONICS CO- LTD. 
Natter to the batten of USSEMJOUne 


Standard & Chartered 


Standard Chartered PLC 


US$400,000,000 Undated Primary Capital 

Roaring Rate Notes 

In accordance with the provisions of the Notes, notice 
is hereby given that the next interest Determination 
Period will run from 14th December, 1992 to 11th 
January, 1993. This Interest Determination Period is 
also a Residual Period (as defined) and the Notes will 
cany interest at the rate of 3*^6 per cent per annum. 

Interest accrued to 11th January. '•S® 3 and payable on 
11th January, 1993 will amount to USS29-65 per 
US$10,000 Note and USS296-53 per US$100,000 
Note. 

Chartered WestLB Limited 
Agent Bank 


EUROPEAN FINANCE 
AND INVESTMENT 


SWITZERLAND 
DECEMBER 17 1992. 

Finanzpfatz Schweiz is in the 
midst of momentous change. 
Will bring more challenges. 
The FT Swiss correspondent, 
($p Rodger, will analyse i be 
fcpercustaons for the finan- 
cial system in this 

post-referendum report. 

For further information call, 

Nigel Bicknell/Simone Egli 
in Geneva 
Td: 022 731 16 04 
Fax: 022 731 94 81 
Ernest Jenny in Schwandeo 
TeL- 058 81 30 70 
Fax: 058 81 30 76 
Patricia Sunidge in London 
Teh 071-873 3426 
Fax: 071-873 3428 
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NOTICE IS HEREBY GIVEN TO THE 
HOLDERS OF ABOVE GDflte THAT: 
punum to “Korean Securiiies Exchmgc 
Cbmm it re RcgfobficsT. die 6ml bwc 
price for die Rights Offering ha* been 
ITxcd at 21200 Korean Won per tbam on 
8th Docantacr, IWl 


<8 


ARAB BANKING 
CORPORATION (B-S.C.) 
USD 150.000.000 
FLOATING RATE 
NOTES DUE 2000 

For the period 
December 10. 1992 
to June 10, 1998 
the new rate has been 
fixed at 5,25 % PA 

Next payment date : 
June IQ, 1993 
Coupon nr: 16 
Amount : USD 265,42 
for the denomination 
of USD 10 000 

THE PRINCIPAL 
PAYING AGENT 
80QENAL 

SOGETE GENERALE 
. GROUP 

15, avenue EmHe Reuter 
LUXEMBOURG 


7Jtt* anmancenair appears at a matter of record only. 


December 1992 



MATSUSHITA ELECTRIC WORKS, LTD 

US. $300,000,000 

2 3 U per cent. Notes 1996 

with 

Warrants 


Issue Price 100 per cent 


Yamcdchi International (Europe) Limited 


Morgan Stanley International 
Daiuxi Europe Limited 


ABN AMRO Bank N.V. 

Bank of Tokyo Capital Markets Group 
Baring Brothers & Co., Limited 
Credit fyonnais Securities 
Robert Fleming & Co. Limited 
IBJ International pic 
Heinwort Benson Limited 
Merrill lynch International Limited 
JJl Morgan Securities Ltd. 

New Japan Securities Europe Limited 
J. Henry Schroder Wagg& Co. Limited 
Swiss Bank Corporation 
Tbkai Bank Europe Limited 


Credit Suisse First Boston Limited 

Nikko Europe Pic 
Sumitomo Finance International pic 

Asahi Finance (UK.) Ltd. 
Barclays de Zoete Wedd Limited 
BNP Capital Markets Limited 
Deutsche Bank AG London 
Goldman Sachs International Limited 
Kankaku (Europe) Limited 
KOKUSAl Europe Limited 
Samuel Montagu & Co. Limited 
National Securities of Japan (Europe) Limited 

Salomon Brothers International Limited 

■ 

Sumitomo Trust International pic 
Taiheiyo Europe Limited 
UBS Phillips & Drew Securities Limited 


Warburg Securities 


4 
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WORLD STOCK MARKETS 


AUSTRIA 


1992 
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Price 
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FRANCE (curtlmri) 


GERMANY Uoiftimd) 
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Price 
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456 
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773 

16680 
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352 

960 

193 

244 

392 

440 

2.833 


3.350 2,400 Bongrafn . .. 2.960 

684 430 Bo umn ..539 
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1.295 

1.329 

339 

202.50 
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1992 
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Price 
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2.250 

3.495 

6.470 

4,350 

3.550 


1.630 AG Group 2.060 
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5.320 AJimml/ 6.000 


MOO 

2.375 

5.150 
178 
5.270 
1.940 
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2.930 
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3.520 
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4.290 
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7,800 
1*590 
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» 
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DENMARK 
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554 
300 
701 
212 
1.050 
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349.90 
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3,390 
458 
382 
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Price 
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CANADA 
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620 
588 
246 BO 
374 
41240 
230 
354 
41b 50 


21 KLM 

26 50 KNP 

31.50 Kota mm Orta . 

28 90 Nedlloyd 
71 Nlfffrd-TmCaif . 

113 fafe&dOits _ 

36.20 OceV Gnat.. 

16 90 Philips 

39 30 Poly&ram 43.10 

85 70 Robeco 95 80 

57.60 41.40 Rodamco 44 50 

10050 86 10 Rollnco 95 10 

79 70 69.80 Rornito 79.40 

26.90 20 NteMnMfc 26 80 

Itf 3 0 138.80 Royal Dutch .. 149 40 

48.40 23 50 Storfc NV 

197 JO 175.40 U&lnev fa Rfcs .. 

91 80 68 70 VNU 

46 20 30.70 fafenmDpb 

98 20 80 WesaneafaRtcs 
86 61 SOWDtmJCIfofto 


54 
194 

133 
150 
273 
2150 
215 
220 
122 
120 

134 
123 

410 

420 

177 

52 

145 

327 

330 

95 

126 

450 

455 


L3 50 Huhriids A 


117 

68 


B FrM 
ImKtorAFrfg 


320 

141 

32 

L6L 

108 


High Low Clggg Chag 


TORONTO 


65 

investor B Free 

106 

83 


174 

7 JO 

None/ Fret . 

.. 12 

140 

Procardia A . 

. 187 

136 

Procordij B ... 

,. 104 

68 

SCAA . 

. 109 

64 

SCAB ... . 

. 107 

62 

5KF A Free . 

... 73 

59 

SKF 0 Free. . 

70.50 

315 

SandvIkenA .. 

386 

312 

Sand vi ken B 

..303 

45 

Skandia . .. 

.. 85.50 


4 pm close December it 
Qtfriatfm in cents untou mamac S 


^vEntkfidaC 


10 

3530 SfcJWkaB Free - 87 

278 
277 
35 50 
.... 57 
.. 337 
. 334 


im ADftft* Fr 
17300 AgnacoEn 
IflEffil AirOl* 
3SC0 AtorfAEfl 
13800 AlbNtGaa 
23 3M Alcan Al 
95100 Am Barr 
20000 Atco a I 


SI4^ 

SSU 

279 

s;5ig 

3141, 

S22\ 

SB7S 

371 1> 


W h 
SH 

Z7T 

151} 

22 h 

37k 

111, 


Kk 

5k 

277 

15k 

14k 

22k 

37U 

Ilk 


+«t 


+k 

+k 


143 

143 

20 

45 

220 

204 


SloraKflDP A 
Stara Kapp 8 
SttiHaafl BFiW 
Trelleborg 8 
Volvo A Free 
Votes B Free 


SZ3k 


SWITZERLAND 


1992 
High Low 


December Z1 


Price 

Frs. 


24.80 
187 20 
87.50 
32.20 
97.60 
.84 20 


421 

253 

755 

230 

162 


NORWAY 


1992 
High Ldi 


Decanber 11 


Price 

Kroner 


36050 Rhein West El 
293 fefaWetfQPrf 

210 Rosenthal 

636 Scher Ing 

264 Sdtetetlfee 

535.10 Siemens 

452 SprlsgwAidRg 
Sud Ctemle. . 

Thyssen 149 60 

Varta 255.50 

Veba 348.20 


475 

148 

241 

336 


38350* 

303504 

210 

737.50 

275 

581 

576 

489 


21050VEW 
28750 Vereln-West ., 

293 VUg 

41280 245 20 Volkswagen ... 
352 205 Volkswagen Pri 
675 537 WellaPrf 


214 
300 
319 50 
247 
205 
612 


74 
145 
12550 
118 
187 
230 
90 
180 
130 
18250 
165 
102 
1QQ 
136 
160 
97 SO 
72 50 


28 50 Aker A Free .... 45 
62 BergeenA . .105 

72 Dynolnd 87.50 

13 Elfcem Free 36 

137 KahIu*BjcftFi»-_ 168 

11750KvaemerFm... 150 


45 

115 

50 

102 

118 


LelfHoegh 73 


Norsk Hydro .. 

Orkla Free .... 
Richer Son A ... 
51 50 SbigaPetAFree . 
51 SagaPetSFree 

63 Storll B 

1.40 Unitor 

25 Vard 

48 Villi FwiAFftf — 


154 
83 50 
170.50 
160 


77 

76 

91 

65 

29 

70 


348 
.425 
.449 
. 730 
570 

1.010 SoflHiw-Airiben 1.075 
2 Ob Spie Bali gnr lies . 297 
214 20 Sue: (Cle de) .... 242 
1 800 TaitUrger 1.854 


10640 Thomson CSF 

192.70 Total B 

328 50 (JAP 

1AZ20UFB LocabaH 
360 Uniball . . . 

371 Union ImmobFr 

550 Vate 

106 30 Vallourec . . 
203 Worms Cie. .. . 


131 
234 
432 
160 
395 
460 
673 
140 
22&.90 


105 

85 

22 

104 

1980 

455 

8350 

LOS 

90 

75 

50 

140 

20 

19 


53 Amer A Free ... 

45 CuJior 

11.80 Ei*» R 

91 HuftUiuftllFrte.^ 

3.50 KOP 

340 Km B Free.. 
50 Kym 

46 Wfetra B Free 

37.80 Nokti Pief Free 
17 50 Pohfola B Five 
22.60 Repola fFreel 
108 Stockmann 8 

8.50 TampeHa Free 


LOO 

81 

20.50 
182 

10.50 
441 


GERMANY 


1992 

High Low 


December 11 


Price 

Dm. 


Kyvnmene b8.60 


100 

85 

43 

45 

130 

20 


2.80 UriUiBkCFitr __ 8.20 


234 

703 
960 
2.328 

704 
919 
730 
25450 


147 AEG 

380 AGInd&Verk 
651 AadetEUifa} 
1,630 Allianz AG 
500 Altana Ind . 

460 Asko 

350 AskoPrf.. . . 
199 BASF 


147 

400 

785 

1.855 

512 

675 

4Z0 

201 


FRANCE 


285 21250 Badenwerk 271 

30680 23830 Bayer 253 30 


1992 

Hf* Law 


December 11 


Price 

Frs. 


537 360 AGF 452 90 

840 47350 Accor 605 

815 596 Air LiquMfe 765 


679 536 
1120 385 
1,055 624 
944 579 
1,085 905 
420 300 


Alcatel Altthwn 
Avail Entrepr 

Axj 

BIC 

BSN . .. 

BNP Cert liw 


529 272.70 Bancalre Cle 


655 

404 

977 

B98 

947 

396 

364 


414 50 
619 
438 
822 
285 
129 BO 
457 
1,026 
1.095 
611 
272 
28150 
590 
Bib 80 


Bayei^-Hypo 391 *0 

BMWfBrl 466 

409 60 


357.50 
443 

377 Bayer Vereinsbk 
631 Belersdorf . . 
222 Berliner Bank 
111 50 Berliner Krafi 

378 BHF Bank ... 
770 Bill & Berger 
610 Galon)* Konrera 
361 CoteaKoumPf 
212 50 Commerzbank 
184 Continental AG 

391 DLW 

500 60 Daimler-Benz 


664 

252 

L25 40 

398 50 

BIO 

800 

415 

235 

198 50 

407 

509 20 


258 193 Zanders Frinpap, 206 


SPAIN 


1992 

High Low 


December 11 


Price 

Pb. 


ITALY 


1992 

High Low 


December 11 


Price 

Ure 


4.925 2.180 Banca Comm .. 4,435 
5.850 3.280 Barca tot fak . . 4.060 
2. BOO 1,420 Baaca di Roma .1.886 
5.410 3. 155 Banco Lariano .. 4,240 
173 70 BanogHRBS ... 100 

14.750 laioo Benetton 13.099 

9.640 2.580 Bingo (Cartlerel . 4.220 


3.720 

731 

1.145 

2.410 

2.900* 

3.685 


2.100 

2.250 

3.000 

8.195 

1.408 

1.855 

3.799 

5.500 

5.260 


1.035 

360 

1.290 

1.L12 

1.260 

2.789 


2.440 

31.650 

3.085 

14.150 

5.412 


1.974 861 CIR 
74850 330 CaffaroSw .. 

2.970 1.170 Cementlr . ... 

856 Clgahotel . . 

L077 Cotkfe Fin . 

1.122 Crvdlto Hal lam 

5.980 Daniel l & C 7.840 

900 EniQiwn 1.030 

965 FmuzdFfn . . 1,155 

1.700 Fiat Prlv 2.010 

3.375 Flat 3.946 

2.201 Fldls 2,620 

8100 6.190 FinawAgroiiid.. 7.740 
32.690 16.200 Fondiaria Spa .. 26.575 

730 Gemlna 

22.250 Generali Ass/cur 
1.875 Girard Ini 

6.700 IF1 Prl* 

3.558 Uakable . .. . 

17 769 6.000 Itafcemenll 
3.620 2.381 rulgas.. . 

I4.680 8.010 Lloyd Adriatico 
15.800 8 550 Mediobanca .. 

2.530 988 Montedison 
1.590 Olivetti 
3.200 Pirelli & Co . 

994 Pirelli Spa „ „ 

1L963RAS 

3.450 RlnascemeiU) 

3 000SAS1B ... . 

899 SIP 

3.760 Saffa A . . 

1 081 Saipem 
9.000 San Paolo 
b.600 SlvtlSpa .. 

399 SMI 

656 Snia BPD ... . 

1.035 5TET 

14,850 Toro Asslcur 19.600 

l*bOOTttl Franco .. 17.000 

4.775 Un teem 5,950 


5.610 2.600 Alba iCorp Fin) . 

1,600 556 Aragonesas .. .. 

2.425 820 Asland 

3,020 1,900 Barca SHhio Via.. 

4.050 2.800 BaacoColnl Hi* _ 

3 700 3.100 Banco Exterior . 

ILnO 8.550 Banco Popular 10.700 
5.000 3.220 Banco Swtandw . . 4.400 

3,385 1,860 fianesto 2.075 

3.100 2,310 CEPSA 2.570 

4 310 2,600 CarburtK MetaJ .. 4.150 

lim 2,830 Cubicrtas 3.490 

2.225 840 Dragados 1.265 

810 Ebro Agricolas . 1,080 
1.315 ElectraVUsgo „ 1.350 

2.500 Endesa (Bri 3.650 

500 Fecsa 581 

640 Gripo Dura Frig ... 8t>5 
1.395 Hldmel Cantabr .. 1.860 

501 Iberdrafa 665 

3.500 Kolpe 3.590 

2.800 Mapfre 3.500* 


476 

536 

517 

2.275 
4.400 
850 
865 
2 040 
736 
746 
2 650 

2.275 
1.210 
2.350 
542 
571 
1.470 
585 
366 
1.230 
1.100 
1.110 
457 
1.280 
2.550 
294 
1.638 
5.540 
4.000 
1.650 
1.470 
3.160 
3.080 
3.170 
835 
870 
645 
810 
324 
285 

544 

105 

838 

717 

3.400 

2.245 

1.069 


176 AdljIniKBM 
333 AftdutttHju Sr , 
322 AluwittH-iu Reg 
1.495 BalolsetRegJ .. 
3 190 Bums flaw! IBri 
585 BrcwnBpwHPtj 
610 Brown B(W fa 
1 570 CS Hldgs fBrJ .. 
599 CitaGrigyiBri . 
571 C’baGeJCTCA*)- 
1.875 □cktrovrau^BrJ 
1 500 El via fReg) 


196 

390 

384 

1.635 

615 

1.975 

b39 

602 

2.140 

1.500 


127200 8k Uontrl 
177400 5k Non Sc 
34400 BC Sugar A 
170800 BCE Inc v S 
2000 Balmoral 7 

900 BOR A S8U 
18200 Sorafc’dierB STZ4| 
500 Bcw VaUay S3\ 
122000 BP Canada St 4^ 
301500 Bramolaa 40 
8500 Brascan A S14^ 
14100 Breakwater 26 
TeJ S20 
020 

2500 Brunswick S8^ 


-3>a 

23 

8 1 : 

4T% 

7 

Mt 

12* 

9* 

ML 


*3* 

23 

6 1 ! 

42 

8*2 

9* 

14* 


-L 




14* 

25 

19* 

19* 

6* 


Ml* 


20 

20 

BH 




605 Fischer Geo (Sr ) .. 6^0 


l.bOO Forbo iBr) 

404 Holdsbank rBrl . 
315 HonnHoiitRe* . 
1.120 Jeimolf f Bri . 


LanifiAGf ifa 
Lai Hold (Bri .. 
Uctgr-ColBfl iSri 
Nestle (Bri . . 
Nestle (Reg) . , 
fa^Buevhlel8rl . 
Pargea HhJ (Bn . 
1.980 RHiYiflimifrl. 
205 Pirelli iBr) .... 
950 ftrctemai 4 iBr* 
4.010 Roche (Bri . 

2. 590 Roche (Genus*) . 
1.190 SGS SunrircriBri 


315 

245 

370 

877 

867 

228 

980 


1.690 

494 

385 

1.165 

4l7 

292 

415 

1,090 

1.105 

340 

1,090 

2.540 

2.095 

5.500 

3.960 

1.430 


680 SMH(Req) M4Q 


2.480 SandozCBrl 
2.370 SntoztPteCtS) 
2.450 Sandoz (wg> 


490 

620 

390 

435 
229 
215 

436 
56 
660 
480 


3.150 

3.080 

3. 160 

540 

700 

542 

435 

281 


Schindler (PtgCLJ 
Sika Reg A .. .. 
SulzeHReg) ... 

Swissair (or) ... 

Sam Bank IBr’ . 

5w« 8a* Plaits., 272 
Swt^P-mfiPiqi 507 
SalaVIMkPlQ 65.50 
Union talk ( Br). . 831 
■YlnterUoriPt* , 522 
2.390 Winterthur (RegJ _ 2.560 
1 700 Zurich te« Bri .1970 
806 Zorich los(Ptg). . 918 


5400 CAE M S5^ 
134400 Cambadr SI S 
68800 Cambridg* SllV 
T860Q Caamoo oStB^i 
15600 CMI Baa 40 
123500 CanimpSk S2B^ 
3200 Cm Ocdd J S2Q(a 
258400 Can Pae S14% 
400 Can Tire StSH 
38900 CanTVa A $17 
9900 Can Usd A $21 >2 
2400 Can Uttl 8 $211* 

400 CanGafiltw $27 h 
3100 Canamaar 24 
200 Cardor x $25* 
llOOmfote* $20% 
71000 Cam Op 450 
8000 Cascades $6^ 
S5oo Cdatatf x S&ii 
3600 Cfittt CAP 1 
5300 Cmqa Odn 250 
1400 CnW J=d A 485 
42900 ComSnco x SWi® 
138000 Copetotog 46 


5>l 

11% 

10% 

T7% 

40 


2S^ 

14% 

is^i 

i«i 

2Ma 

27 

23 

ioh 

450 

61« 

3BU 

dl 

240 


5*4 
12 
it 1 , 
ifl It 
40 
2$1| 
26 
14% 
18% 
16% 
21*2 
21% 
2TW 
23 
2S4« 
20*2 
450 
6% 

1 

24$ 




42 


Btata Sodt 

Mgb 

Low Ckm 

Qng 

57300 CortaSya 

$21% 

2i 

21% 

-% 

600 C<»caiDta» 

230 


$10 

-30 

H4900 CmvnX A 

310 

300 

m 

-5 

2500 Oantoon A 

24 

24 

24 

-2 

2300 Ourian 


5 

5 


«s» Dofaaeo 

»% 

0% 

9% 


3900 Danrian Trf 

S7% 

F% 

7% 


MOO Damtv Inc 

470 

495 

47D 

+10 

oooa Du Pure a 

540% 

40% 

40% 


4600 AadeeMl 

205 

290 

290 


2000 Eeto Bay At 

$$% 

6% 

5% 

+% 

<OQ Emco Ud 

485 

486 

485 


600 Empire 

510% 

10% 

10% 

+% 

5200 Euro huv 

$10% 

16% 

10% 



Stock 


Chug 


6000 m L« 
910Q FahrKstKVbr 
2000 Riming 
3600 Fsillara A 
WOO Foma 
1200 for Seam 
1800 FrancoNov 


320 
58 At 
$11*2 
suit 
S23ti 
S19>4 
527 if 


aia 

10*2 
23 
19 At 
2rtn 


300 

«!* 
n 3 
10*2 
23 >1 
fO^i 
27 h 


-25 

■Hi 


4"*a 


177600 Galactic 


8 


6 


38500 GtaXS* A 

$17 

w% 

U 


2200 Glanfe Gbj 

450 

445 

445 


12700 OotonStta 

$5% 

S% 

6% 

+% 

13200 OraAgA 

215 

210 

215 

+% 

1000 Garitocox 

$15 

15 

15 

3300 God Gdl R 

420 

405 

420 

+10 

300 owr unto 

$6% 

05% 

s% 



HarriaSr A 




■Mi 

-5 


17 7 i 

46 


181s 

48 


+10 

+*4 


3500 
114600 
82*00 Hob a tad 
28200 Kendo Grid 
3600 HaWngor 
30900 Hama OH 
ti&nn Horatiam 
1000 


S56 

$20% 


58 

$11 

515)3 

$27 Ai 


A 

K 

27 fz 


Sit 

20*2 

Bh 

8 

If 

15*1 

9*1 

5* 

27% 


3 




11000 

1^00 knp 00 

136100 fnoo 
200 IntMuraxT 
7700 ( n t p reP t pa 
3200 kvragi Qrp 
I ODD Naco A 


$39 A| 
S41Ji 
$28% 
S9% 




28% 

9M 

25 

25% 


38% 

41 

28% 

9% 

n 

15 


3 


-% 


GOOD JonnocK x 

$12% 

12% 

12% 

3400 KonrAddhl 

$10% 

10% 

16% 

57000 LaboD 

$20% 

20% 

2B% 

228000 Lac Utnls 

$7 

0% 

7 

2400 Lafarge 

$17 

17 

17 

4300 Lafdtew A 

$10% 

10% 

»% 

74000 Laftdim 8 

$10% 

10% 

10% 

TOO Laeram Bk 

510% 

U% 

16% 


-% 


+% 


Ltfil Cp s 


6000 
26W 
5300 Loblaw x 


500 

98% 

S»8% 


d495 

8% 

1B% 


495 

8% 

18% 


-% 

+% 


50600 Mactenria 
47100 Macm Bi 
54000 Magm WA 
44200 Up! U Rte 

3700 Mont T$T 
3900 Mark Res 
3Q00 MOStfttlB 
11000 Metail Mto 

100 Mbmova 
0200 Mitel Corp 
7400 Motoon A 
SHOT Ham Cap & 
5700 Muooocho 


99% 

$18% 

S33l| 

814*2 
$22 
500 
$18 
$12% 
S1S% 
. 187 

S»Ai 
S20% 
4 


fl 

16% 
33% 
14% 
21% 
490 
13% 
12% 
15 At 
185 
28% 
20 


6 

16% 

33% 

14% 

22 

SCO 

*S% 

12% 

15% 

185 

28% 

20% 

4 


+% 

+% 

+% 

+ro 

-4 


5800 Nil BkCui 
23000 Noma M A 
1700 NoraadaFor 
7700 Noranda 
990 Norena.12 
33600 NorenMVfg 
68600 Nth Tele x 
3000 Northgata 
36600 Nowa Carp 
3700 NomnWSv 
2500 htofiHC Oil 


S7% 

$5% 

$7% 

$18% 

$24% 


7% 

7% 

18 

24% 


$17% dl7% 
563*2 51% 


7% 

54 

7% 

18% 

24% 

17% 

62% 


-1. 


40.33 


+% 


-% 

-1 


6200 Onex Carp 
1000 Oahawa A 
287700 PWA Carp 
85800 Pagurian A 
3600 PmkPdi 
38300 Pegamia 
2000 Ptaneer Mt 
135900 PlacevOom 
28400 Poco M 
fflOO tew Carpi 
1000 POumr Rn 
1400 famrA 


60 

08 

ea 


$8% 

6% 

0% 

-% 

51* 

11 

11 


$0% 

0% 

8% 

-% 

$7% 

7% 

7% 

-% 

$21% 

21*2 

21% 

“% 

77 

71 

73 

+2 

255 

235 

240 

-15 

$30% 

30 

30 


Sf$% 

IS 

10% 


10 

10 

10 



$14% 

456 

S15 

$20% 

$16% 


14% 

460 

14% 

20% 

16% 


14% 

455 

74% 

20% 

16% 


+4 


-4 

-% 


164600 Roogar 011 $8% 

4000 Rayruck 58% 
tOQQ Road Stan $33 

1000 floNman S S*8 

39400 Ren'asanca $17% 
101200 Rapap Ent 1« 
27000 flto Aigom $16% 
419200 ftogwBCoae $14% 
2 BOO Rotfnm t $100% 
234600 BoyalSkCsfi $23% 
25900 Ryl Ota l*> 186 

156700 RyfTrutaco 330 


8% 

9% 

33 

10 

17% 

dies 

16% 

144 


6% 

9% 

33 

16 

17% 

IBS 

16% 

14% 


+4 


+% 


100 100% 
22% 22% 
175 765 

315 315 


a 

-% 

+10 

-IS 


5300 SExmCm A 
267000 SeepboRa 


57% 

$5% 


7 

4*1 


7 

496 


$alet Stoek 

High 

Low Clsu 

Chag 

17Q00 SconPape' 

S3 

08% 

9 


)9900 Scans Hos 

S9% 

dP% 

V* 


61200 Seagram Co 

534**i 


34 

+»» 

7900 Sear? C an 

$6% 

6% 

6*8 


10100 SheflCan A 

534% 

34% 

-% 

96700 Sherrill G 

S6% 

6«| 

G4 


40200 SKL Syst 

58% 

fl‘l 

6% 


6000 SNC Group 

S9 1 } 

9% 

■1% 


11400 Sonora flta 

0 

6 

) 


99200 Soumam 

$15 

14% 

14% 

-% 

MB) A«o 

S16 

IS?, 

16 


60400 Sleico A 

US 

126 

124 

44 

17000 Tack 8 « 

517% 

17 

lr% 

+% 

1900 Tgiegtaoa ■ 

SU% 

u% 

13% 


18100 Thomson 

SMfj 

14% 

14% 


277800 Ta tofti 

518 >4 

16 

16% 


209300 Torvfaf 6 t 

S23 

22% 

23 

62200 TolalPNAm 

56% 

6% 

6% 


T512W TransAlta 

3 13% 

U% 

u% 

"% 

690100 Transcon P 

$17% 

irs, 



4800 Tnmac 

59 

9 

9 

-% 

77500 T/iacc A 

270 

265 

265 

-6 

000 VAP A 

516% 

16% 

16% 


200 tmionEn) 

516% 

16% 

16% 


3600 UreredCorp 525% 

25% 

»% 

♦% 

700 UMOwric* 1 

$10% 

10 

to 

-% 

201500 Unlva 4 

$7% 

7% 

7% 


13100 Viceroy Ha 

55% 

5% 

5% 

“% 

7200 Wool* £ i 

517% 

17% 

17% 

12900 uteriou Geo 

S34 

24 

34 

“% 

300 WC B s 

515 

15 

15 

"i 

1 - Mo voting rights or restricted voting 

rigm^ 

MONTREAL 



4 pm close December 11 


! 32900 aomordtarfl 

$12% 

12% 

U% 

*h 

30000 C amfttor 

sir 

11% 

1? 


48700 Cantor? 0H 

S26% 

26 

20% 

+% 

100 DflMarcod 

5Ul| 

13% 

*3% 


16900 Caccadea 

88% 

6*4 

6% 

-% 

6000 DammTH A 


7% 

7% 

-i. 

1600 Maetoatalni 


11% 

11% 


54600 NOlBh Can 

58 

F% 

7\ 


1300 Otamot A 

$16% 

16% 

18% 

-•* 

4000 Ttaegiobe a 

SI3^ 

13% 

U% 

+% 

600 Urtkva x 

S7 

7 

7 


6000 Vktootron 

516% 

16% 

16% 

+*j 

1 Total Sato 9.293J00 shared 





}■ 


NEW YORK 


SOUTH AFRICA 


2.295 

2.800 

3.805 

778 

1,300 

2.075 

786 

4.200 

5.050 

4.870 


1992 
High Law 


Price 


December II Rand 


3.320 
800 
484 
21666 
9.000 
565 
5to5 
7.700 
2 200 
12 300 
11650 
883 
1.290 
2,410 
24 600 
29400 
10.650 


.. 1.028 
27.150 
. 2.155 
. 8,600 
. 4.000 
. 7.050 
. 2,980 
9.595 
12.310 
. 1.096 
. 1.750 
. 3.475 
. 1.016 
. 17 515 
. 7.000 
.3.939 
. 1.305 
3.790 
1.970 
10 400 
7.340 
.439 
.870 
1593 


219 
904 
621 
6.900 
1.300 
950 
b37 
4.980 
1.300 435 
1.090 360 
2.560 811 
1 535 615 


2 715* 
6.750 
2.720 
40 
285 
398 


2.400 Metrovdceu 
1XW0 6.350 Portland Veld 

3.065 2.075 Repsoi 

39 SNIACE .. , 

280 Sorrio .. . . 

375 Sevl liana Elec 
2 760 TabauterJ A .... 3.735 

862 Telefonica 1.120 

500 Tudor 538 

337 Union Fenou ... 401 
1.950 UmonydFofz... 2,190 

Urallta 607 

Uriiis Ser 2 417 

Valfehermoso .. 1.215 
Vtaotan 875 


SWEDEN 


1992 

High Lew 


December J1 


Price 

Kraner 


325 

398 

398 

755 

744 

337 

334 

289 

186 

160 

164 


AGA B Free 
Asm A 
Aiej B 
A'Arz A . 
Astra B . . 
Atlas Copco A 
Atlas Copco B 
SectfriuiBFree 
95.50 EncsMn B Free 
73 Esselte A 

70 Etttlie B .. 


247 

280 

277 

49ft 

481 

216 

214 

142 


293 

351 

349 

746 

734 

310 

303 

220 

174 

88 

85 


1150 

10 50 

125 

130 

132 

251 

92 

60 50 
3450 
30.50 
96 25 
7 35 
44 75 
7 

27 75 
48 

6730 
34 60 
13 
86 
16 50 
14.70 
2.07 
46 

36.25 


7 50 ABSA 8.50 

5 75 AECJ 5 90 

95 Allied Tech 125 

79 Anglo Am Coal .79.50 

74.60 Anglo Am Carp ... 89 

L38 Anglo Am Gold .. 146 
66 75 Anglovajl N 78 

42 Barlow Rand ...4425* 

17 Buffels 21.50 

20 CNAGalf* 26* 

44.60 D« taWGrattuy , 59 25 

3.50 Deelknul Goto . 3.60 

29 Drlefonteie 32 

3 05 Eau Rand Gold ... 3 80 
8.75 EiandsrandGald . 10.25 
38 50 Engen 

52.50 Fint Nat Bank .. 

20 25 FneSuvCasGoM -. 

9 10 Genov 9.75 

46 Gold ReWs SA... 60 

Hartefaent 7.75 

HWivefd Steel ..8 JO 
ISCOR 0.68 

21 25 Kinross Gold .... 27 

21.25 Kloof Gold 26.75 


45 75 
62 

23 75 


7.75 
8 25 
0 68 


DOW JONES Oec 

Dec 

Oec 

Dec 

? 1992 

j Since compitatfon 


11 

10 

9 

8 

HIGH 

LOW 

HIGH 

LOW 

lodoRriafi 

33W.08 3312-19 33Z3A 3322JB 

34 1321 

313653 

341X21 

4L22 






076) 

m 

Ott9Z> 

(2/7/32) 

Hm Bo*5 

10114 

103.01 

10300 

10294 

10320 

9041 

10320 

54.99 

Tramoort 





08/9) 

(20/33 

03/9/92) 

0/10/81) 

141134 1414.70 141335 142BB6 

1467 Ji8 

1204.40 

1539 Dl 

1252 

UtWUes 





mm 

(26/8) | 

6/9/893 

(8/7/32) 

219 33 

218b4 

21820 

219.14 j 

22559 

20074 

23623 

1050 






Oil) 

m 

mm 

<8W3B 



DJ \r6L Dafi Hi;b 3324.89 13335.M4 Lev 32B0B5 028X17) nheortDcalta 




fa's Ugh 3312-19 (3323.81) Lire 330LU 030057) (ActoaUJ 

STANDARD AND POOR'S 






Composite t 

433.73 

434.64 

435.65 

436.99 

436.99 

39450 

436.99 

440 






mz> 

(8/4) 

eium 

GjbfiS 

lodostnah 

50018 

50951 

Sll 75 

51285 

51285 

470.91 

512S5 

3.6Z 

Rrapdal 





(8/12) 

(8/4 1 

(8/12/92) 

(21/6/32) 

3953 

3X67 

39.74 

3933 

39.68 

32.40 

3988 

• 8A4 






(8/12) 

(8/4) 

mzm 

0/10/74) 

NYSE Composite 

Z38.63 

23097 

239.44 

24024 

24024 

21792 

24024 

4.46 

Ama flftL Valoe 

39338 


392.98 


(3/123 

W4) 

C8/12/92) 

eswa} 

39239 

39165 

41S99 

SAM 

41099 

2951 

NASDAQ Composite 

05579 




02/3 

mm 

U2/2/9Z) 

C9/12/72) 

65093 

663.92 

66722 

66722 

54754 

66732 

5457 






; (8/12) 

C26/tf 

! B/12/92) 

01/10/72) 


56 50 36 25 Liberty Life SA . 57 


39 

19 
10 

82 25 
52 50 
29 35 

20 75 
06 25 
101 
140 
61 

37 50 

48 

25 

23ft 

135 


26.75 Mai hold 39 

13.75 Heritor 16.25* 

4 60 0 K Bazaar* . ... 6.20 
60 Palabgra Rffng .. 68 

33 Premier Gp 5250 

22.90 Rembrandt Grp . 26 
16.20 Rembrandt Cntrl . 19 
58 50 Rust Plat 68.50 

81 Sihme4fo*r 93 

110 Smith (CGI Ud .. 140 
50.25 SA Brewers .. .56.75* 
22 50 SA Man Amcor ... 23.75 

38 Tiger Oats 47 

14.50 Tangaai Huteu ... 18 25 

118 Vaal Reefs 135 

45 Western Deep ... 47 


Dow Internal Oh. YieU 

Dec 4 

iVov 27 

Nov 20 

year ago (approx.) 

3J3 

314 

319 

X17 


Dec 9 

Dec 2 

Nov 25 

year ago (approx.) 

SAP IntetiU at. ykU 

Z38 

261 

262 

280 

S & P tall. P/E ratio 

27 JO 

2&n 

2063 

2279 


NEW YORK ACTIVE STOCKS TRADING ACTIVITY 


Friday 


Stocks 

traded 


Cl casing Change 
price on day 


f Volume 




JAPAN 


1992 

High Low 


December 11 


Price 

Yea 


1.540 1,020 Ajinomoto 1 270 

650 295 Aktaano Brfe lad 520 
L400 855 AJIIwjo iAirwn. 1,000 
1.300 740 Alps Electric .. 889 

1.210 806 Am aria Co 1.010 

2.190 1.040 Amano Corp 1.270 

1.030 480 AnfoCsnstiuctlQP .. 665 

650 Aoritsu 782 

281 Atari Corp 474 

7. 100 Aoyama Trading 8,080 
3.090 rate Oil Celtf .. 3.880 


1.260 
767 
9.U0 
5.890 
1.160 
1.330 850 
730 510 
1.210 871 
543 295 
535 316 
821 461 

1.370 713 


1992 

High Low 


December 11 


Price 

Yen 


AUSTRALIA IcooUnsedl 


1992 
Nigh Low 


December 11 Yen 


578 

380 

740 

356 


570 Asahl Bank 830 


A uhl Breweries . 
Asahi Chemical. 

Asahl Glass 

Asahl Optical . 
Aries Corp . ... 
Atsugi Nylon . 

BanyuPhann . 


1.220 % 040 Bridgestone 


545 

4.320 

1,400 

522 

1.470 

2.950 

1J30 

525 

570 

1.140 

2,100 

904 

3.420 

1.450 

2.770 

964 

665 

543 


325 Brother Ind .. .. 

1.450 CSK 

938 Calpls Food . 

294 Cafsamc 

1.200 Canon 

1.610 Canon Sales . , 
860 Casio Computer 
1 70 Central Finance . 
274 Central Glass ... 
b25 Chiba Bank . ... 

1.200 ChlyodaCorp.. 
450 CbmdaRn&U 

2.200 Otubu El Put . 
980 Chugal Pharm .. 
1,920 Ow fAiiSFany . 
720 Citizen Watch 
431 Daicd Chemical 

?S2 Daltf o Steel .... 

1.140 670 Daiel Inc 

2.160 1.160 Daifuku 

1.05Oltaftti Km* Bi . 
1.280 Dallch! Pharm 


2.490 
1.850 
1,410 
1.450 
765 
564 
2,066 
1,540 
541 
3.100 
920 
1.300 
2.060 
1.220 
3.770 
799 
638 
1.660 
K.563 
1.382 
4.830 
848 
2.570 
760 


Sfc? 

494 

380 

310 

779 


1.090 
597 
983 
349 
495 
580 
816 
1,140 
440 
2.490 
1 180 
505 
1350 
2.220 
1.070 
290 
367 
880 
1.740 
621 
2.370 
1.270 
2.230 
918 
492 
382 
855 
1.400 
1.750 
1.640 

6te 

796 


320 

942 

331 

291 

226 

514 

500 

723 


Dafkrn Frrds . 

Dalkyo Inc 

Dalmanj Jnc 521 

Oai Nippon Ink . . 420 
OtiVtoQiPbrax - 

l. L80 Dal Nippon Print .. 

260 Oat Nippon Tone . 

1.430 Dafchowa Paper . 

600 Oal Tokro FAM .... 

700 Dalwa Bank .... 
1.300 Dalwa House . 

660 Dalwa Sec ... . 


1,180 
1 330 
415 
1.730 
749 
910 
1.430 
874 


851 
2436 
600 
1220 
601 
2.030 
648 
1.760 

1.120 
1.400 
1.580 
2.607 
567 
680 
725 
3.050 
609 
1.160 
580 
571 
375 
890 
846 
1,200 
2.363 
860 
1,390 
425 
2.500 
3, LOO 
2.930 
790 
805 
828 
681 
788 
729 
836 
1.270 
615 
2.445 
4.780 
584 
1.600 
1.320 
3.150 

703 
1.400 
1.610 685 


342 JjpOia&Qta _ 
1.030 Japan Radio .. 
347 Ji|Ui5te8 Worftt 
Jjpa&mwBan 
idpu Syfl Rutter 
Japan Woof .. . 
Jujo Paper 
1,200 Jusco 

775 Kagame . . . 
739 Ka|ima . 

787 Kakert Pharm 
1 630 Kandenio 
345 Kanebo . . .. 
450 kaneta . . .. 
330 Kanematsu Corp 
2.020 Kanul El Power 


KansJl Paint . 
Kao Corp 
bRstaitegbi . 
Kawasaki KJsen 
Kawasaki Steel 
tefattat ma . 
KaoTelloElfa . 
Klkkoman 
1.720 Kinder). . 

649 fctomttaSairifl 
991 Kirin Brewer .. 
250 Kobe Steel 
535 Kollo Manf 
1 .290 Kofcusil ElecVrit 
1 800 Koluyo 


532 

490 

500 

401 

376 

352 

275 

876 

330 


1.960 Denny't Japan .. 2.250 


573 
530 

1.250 
1.430 
1.170 
3,510 
506 
1.620 
485 


870 

& 30 

1.110 

1.890 

1,760 

1.500 

1.330 

2.030 

920 

540 

1.210 

919 

1.150 

2.820 


804 
1,540 
2,170 
850 
612 
910 
1.040 
2,810 
1.930 
719 
763 
119 
560 
800 
1.650 
864 
955 
946 


565 

£.650 


465 

705 


435 Dm Fire & Mar 
485 Dowa Mining Co 
870 Ebara Corp . . 

L150EH4I ... 

1,000 Ezak/Gllco . 

2j700 Fan uc 

327 Fife fostrudon 
1.070 Fuji Bank .. . 

a* sso 1® 

935 500 ftaFue&Btaae 720 
948 264 Fuji Heavy Ind ... 360 
779 385 Fuji Splitting ... 550 

Fujfkura 522 

Fejliawa Pharm . 851 
1. 150 FuJiLa Kaoko . 

500 Fujitsu 

Furukawj Els! 

Gakken 

GenSekiyu .... 

GodoShusel ... 

Green Cross ... 

G*bEi Chonfcal 

Gunze 

Harihm Corp ... 

HamhfuORfwy 

Haseka 

Haitorl Seiko . 

HazamaCorp . 

Hrtw Real Est .. 

HI no Motors 


Komatsu . 
Kamca 
Koyo Seiko Co 
Kubota Corp ... 
Kumapai-Guml 
Kuntai Chemical . 
Kurabo Ind 
Ku rarer 
KprehaChemfuJ 
1.150 Kurlta Water 
3. 110 Kyocera . . 
300 k'ytxJo Sliiryn 
8*^0 Kvoiaru 
741 Krowa KaJiko 
1.960 Kyushu El Pom . 

405 Lion Corp 
715 Long fa* Credit 

MaedaCurp 
Makmo Milllnq 
1.460 Maliia Corp 
309 Marubeni 
740 Manilla i Food 
92ft Marul . 

1,000 Maruichi Steel 
1.040 M riuu Ei Ind 
826 M'diJuEfWt 
1.200 M shlia Koto 


440 


493 

385 

665 

485 

5% 


335 

600 

576 

497 

657 

310 

515 

S13 

370 

410 

770 

281 

575 

460 


3.950 2.610 Hlrose Electric 


935 549 
946 692 

842 500 
1,460 450 
1.100 670 
1.740 
1.000 
745 
702 
2,720 
839 
2.990 
1.680 
760 
2.450 


HtretalmaltaU 

Hitachi 

Hitachi Cable . 
Hitachi Credit 
Hitachi Kakl 


.. 1.900 
. 580 
.. 397 

.705 
.916 
.550 
. 1400 
423 
.633 
528 
411 
630 
1.050 
511 
600 
.645 
. 3.700 
621 
.. 745 
. 570 
1.320 
811 


1020 Hitachi Mjiefl ... 1 690 
671 Hitachi Metals 730 


350 Hitachi Sate 
395 Hitachi Zosen 
1,800 fktaaMi Elect Fir - 
443 Hokkaido TafutSh - 
1 980 Hofcmku □ P*r .. 

L100 Honda Motor .. 

325 Honshu Paper 

1.860 House Food ind .. 

2.180 1,360 Hoya Corp . ... 

W9 373 1H1 

800 350 fharj Chemical , 

1,080 600 fkrgaml Twritef . 

1,120 697 Lnau 

3.280 1,250 test Bzta fata 

250 Jsefcl&Cfc 

1,030 Iwtan 2.540 

253 lslUhara5angyo.. 382 
22b isnzu Motors . 279 

341 Itochu 428 

725 Utaiam Foods ... 801 


458 

3,160 

562 

448 

660 

1.100 

404 


.. 440 
..508 
2.210 
478 
.. 2.330 
. 1.330 
.450 
2.120 
. 1,560 
.452 
.460 
.804 
.848 

■a° 


80 Honmi & Co 
4.600 3.450 ItoYokado 
630 249 rwatwEkc. 

2150 1.150 Jziuniya ..... 

921 400 JEOL 

2.250 1,630 JGt Corp 

543 180 Snug Uadi.. 285 
1,020 546 JAL 580 


89 
3.760 
316 
1.450 
571 
2.080 


M'sfiiU Rpfng 
MjtadMitorCorp 
Meijl Milk . 
MtahSeika 
MmtanCorp 
1950 Kite Cd« Wa ... 
335 Minebea 
289 Dfimria Carrier j 
.-584 MluwaHwnes 

4690 1.280 M'bldii B k. 
1.330 827 M bldii Corp 
M'brihl Elec ... 
M'btehl E ttato 
nrMitaCin 
M'IUh Heavy tod 
M'bishi Kase 1 
M'bbhi M Jtnidh 
M'bishi Oil 
M’bishi Paper . 
M'Okfn Prtchem .. 
M'bishi PLukt 
M'bishi Rayon 
M'bishi Steel 
M bltbl Tr&Bk . 
hf'biiNWpriose 
NRmMI (kJUog 

MlUUl Cb 

Mitsui Eng Ship 

MibulFuAKan 
Mitsui Mann? 
VltSUl UftylSl 
Milgi Odr Line .. 
Mitsui Prtdwn 
MibulSoko . 
Mitsui Tgabu 
Mitsui Tr&Bk .. 
Mltsukoriii 
Mitsumi Elec . 

MMirmWoria 
B MimSpivtiM 
1.990 MocUda Pharm 
•> infl Mormaga Milk 
2.700 1.270 MoriSelki .... 
2.400 1.830 Mvj'aMarafaa 

1.250 606 NEC Cora . 

NCK innbion ... 
NGKSiurt Rug . 
NHKSpri"^. 
NKK Cord . . 
NON Corp . 
KK ... ... 
RTNTQnBewtag 
NadllF#lIk«M 
Nagauklya 
Nagase . ... 

1 ^S^faHroad ... 
1.410 Nothmal House 
1.000 Nldill 


597 

1.440 

555 

730 

528 

557 

1.140 

683 

850 

569 

444 

L.05O 

1.800 

1.520 

800 

790 

601 

1,540 

1.060 

536 

550 

743 

938 

446 

1.590 

1,240 

1.260 

750 

1.340 

<560 

915 


402 

716 

340 

481 
348 
340 
680 
413 
570 
320 
300 
500 
TOO 
860 
300 
495 
331 
720 
560 
315 
329 
430 

482 
290 
579 
650 
668 
290 
750 


1.170 

880 

586 

349 

685 

625 

630 

660 

978 

750 

1.9U0 

1.600 

7555 

950 

570 

950 

746 

555 


800 

532 

310 

202 

420 

460 

400 

340 

500 

444 

465 


659 
1.190 
437 
. 777 
468 
1.050 
487 
1.340 

1 030 
812 
1.470 
2.080 
431 
588 
420 

2 280 
425 
1.070 
3ft2 
350 
294 
636 
582 
1.020 

1 900 
b73 
1.140 
304 
785 
U00 

2 200 
685 
ft70 
ft25 
560 
476 
460 

„ 414 
. 1.000 
.430 
1.680 
4 320 
350 
1.000 
.990 
.. 2.370 

615 
873 
.950 
545 
1.800 
385 
825 
1.030 
1.740 
1.170 
935 
. 1830 
580 
430 
928 
ft80 
7 BO 
. 2.320 
428 
344 
1.070 
2.360 

84* 

47ft 

.903 

3% 

552 
404 
434 
.892 
531 
.680 
50ft 
341 
647 
979 
1 330 
452 
603 
381 
1020 
873 
495 
356 
605 
665 
363 
817 
75i 

1.050 
447 
892 

3.050 
6b6 
1.930 
2.230 

691 


910 461 NikkoSec . 
W* 510 Nikon Corp 
12.300 8.600 Nintendo 


642 

ft02 


4.800 

626 

1.530 

1950 

853 

824 

855 

3.040 

904 

820 

1.930 

969 

803 

1.670 

549 

1450 

ft09 

1.150 


3 250 Bfffpta Crain Eta 
314 Nippon Denko 
1 210 Nippon Denso 
934 Nippon El Glass 
530 Nippon E inress. 
500 Nippon Fire 
440 NFppoa Ftour Mills 
1.690 Nippon Hodo 
459 Nippon Kd/Jlru 
495 atavLMill'uJ 
1.500 Nippon Meat Pad 


4.60 

398 


1.09 

764 

665 

601 


715 

568 


1.580 406 


540 

555 

290 

545 

380 

335 


913 

860 

516 

264 

569 

501 

470 

400 

984 

680 

503 

1,790 

1.130 


Ntehlrei 700 

Nitan Cement . 800 
Nihon Nosan ...396 
Nihon takrnikng 795 

Niigata Em 487 

Nlkko Kyodo 461 


870 
385 
718 
2L200 
HMD 
726 
607 
802 
1 310 
602 
694 
1.500 
1.5bl 
1U90 
1.320 
630 
1.520 
2.940 
801 
554 
1520 
1.300 
1.350 

971 
373 
900 
606 
£.170 
1 420 
1.4b0 
1 700 
685 
6.710 
I 720 
490 

3.030 
634 

1.110 
4 120 
bftO 

ft 30 
728 
1490 
610 

1.030 
674 
2.680 
2.000 
:.?oo 

1250 

538 

606 

1250 

6.340 


Nippon Oil 
Nippon Paint 
Nippon Road 
Nippon Sanu 
Nippon Sharyo 
Nippon Sheet Giau 
Nippon Shiqpui 
WpmShtmaku 
Nijipon Soda 
Nippon Steel 
Nippon Sultan 
I2 3COhwrVhmrt 
453 000NTT 


521 

425 

960 

350 

780 

364 

485 


615 

512 


420 


400 

229 

380 


458 

636 

1.38 

529 

291 

450 


355 

400 

430 

755 

295 

529 

921 

84ft 

830 

801 

328 

655 


Nippon Yakin 
Nippon Tusen 
Nippon Zwjn 
hratautsirCdflsft 
NHsan Diesel 
Nissan Motor 
Nlwel Sangyo 
Nisriiln Flour , 
Nlsriiln Oil . 
Nlsriiintw Ind . 
N6sho Iwwf .. , 
Nissm Electric 
1.760 NlssJn Food .. 
400 Nitsukp 
291 Nltio Boscki 
984 Nitto Denko 
1. 100 Nomure Sec 


420 

501 

633 

1.00 

367 

5t>9 

1 17 
1 12 


930 

407 

815 


7b5 


Non take 

ftjtiffrnnrAr 
Qtabayashl-Gum) 
OJ! Paper .. 
Oki Electric 
Okumj Corp 
Ohumpra-Gurni 
Olympus 
Omrpff Corp 
OtwdJ Cement 
4.220 Quo Pharm 
965 Odvrittenu 
505 OrienL Corp 
1.710 Qrli Corp 
381 Osaka Ga^ 

488 Praia Ocean 
2 490 Pioneer Elec 


ftOO 

428 

685 

290 

631 

550 

746 

949 

360 


395 

40G 

402 

989 

309 

809 

400 


PM Meal Px* 


Rtfttwn 
Ricoh 
ftoyjl 
RyoD* 

Safttira Bank 
Sanden 
2.000 Saiilv o 
600 SanrlO 
1 040 San#a Bank 

739 Sanwa Shutter 

330 Sanyo Electric 

345 Sanyo KaSiuuku 

771 Sapporo Brews 
-- 4 *950 Secom 
tl L40 7 440 Sega Ent 
3 300 1 560 Seibu Railway 
l 200 Self*) Tiair*8on 


1.990 

1.340 

1491 

1270 

1460 

576 

7 817 

I. 440 

J. LSQ 
1.320 
1.600 
1.010 
1.609 
1.190 
&TQ 
/20 
421 
608 
632 
1.830 
2.110 
890 

4.530 
724 
610 
2.300 
640 
500 
1.050 

1. 150 
703 
530 

W 

1.090 

1.050 

1.530 
755 
882 

750 

900 

2.150 
538 

944 


8ft0 

921 

651 

960 

298 


Seiyo rMfl Sft 
Seiyu 

jdJ-hi* Pinmcji 
Sekisui House 
ScLLiu Corp 
5.870 S wert-Eleven 
850 Slurp 
ZOaOSMiaktEtoafri 
779 Shimizu (krrp 
1 220 Shin-Eisu Chrm 
531 ShionogJ 
1 270 Shixido 


801 

295 

330 

2*2 

407 

399 

921 


Shochlku 
ShahriM Jutaiu 
kipmindw 
Show J CenWo 
Stou Flee Win* 
SiuitJ Sanqyg 

SUmo Shell ^ 
i 150 Skylark 
655 jM qm flrjnii Mill 
3.350 Sony 
448 S?aniei Electric 
32 1 ta# Mt 

1 110 SumiUUlO Bonk 


JftO 

3ftQ 

662 

793 

32L 

281 

590 

200 

580 

500 

700 

420 

580 


SumrFOrtwCm«t 

Samiiiiuo Quniiul 
Sum nemo Car 
Sumilomd Elect 
Sumiiom Heavy 
SomilOflio Uqft t lid 
Sumiloim 

StaiUM U<*jJ Jnj 

SwniUxiM Peony 
Sumir^ng lr$Bk 
SflDt’jmUrtM'# 

Suzuki Motor 
Z 950 TDK Corp 
550 TaiVM lajrg 
l.SLO Toishg Pharm 
29ft Toivo FiUiiTy 
360 T.ibotao Eifttri" 


530 
412 

1 1J 
1.51 
911 

694 
527 
846 
339 
865 
1 R25 
1.050 
1 080 
577 
5 510 
L 080 
666 

2 200 
445 

720 
2 870 
44ft 

445 

5*?4 

1 0 30 
44ft 

1.190 

557 

2.480 

1.140 

1.600 

908 

381 

468 

938 

5 620 
9 990 

2 140 
1470 
891 

1 120 
785 
1.100 
340 

6 910 
WO 
2.210 
915 
1.580 
7b 7 

1 380 
1 100 
523 
431 
293 

49tj 

515 

1 4 tO 
1 280 
771 
4,110 
610 
415 
1.820 
541 
468 
793 
836 

392 
330 
862 
291 
677 
bOU 
935 
630 
827 
3 500 
662 

2 070 
445 
W6 


* 1992 

High Law 

December 11 

Price 

Yen 

858 465 

Takara Shuzo 

... 630 

1 7*0 781 

Takashimaya 

849 

00 1.350 980 

Taketfa Chem 

1 250 

0 1.180 665 

fanabe Seiyaku 

906 

535 352 

Teiiln 

413 

0 880 536 

Tdkoku Olf 

... 673 

0 1.240 490 

Tekken Corp .. 

6*5 

992 520 

Taj Gee (ten lad 

623 

940 215 

Tabikhim.i Corp 

470 

880 499 

Tobu Railway 

595 

0 919 472 

Toei 

591 

16 099 10 544 Toho 

13 600 

3 400 2.1B0 rotoiu Eta Pare 

2,360 

0 1 630 740 

ToVal Bank 

1.040 

66b 3 JO 

To^af Carbon 

384 

518 295 

Tokico . 

. 368 

3 1 360 640 

Tokio Marine . 

1.200 

525 345 

Ton iiyama Soda 

414 

3 1.560 905 

Tokyo f Bank i . 

1.350 

1>10 868 

Tokyo B'&ftiing 

995 

2.050 1.230 Tokyo Dome 

1.660 

1 J.700 : 200 r«**t>EIP»r 

. 2.570 

2.720 1 300 Tokyo Electro* 

1.800 

629 355 

Tokyo Gai . . 

416 

1.040 490 

Tokyo Pope 

ft56 

W 3.200 2.030 Tokyo Steel 

2.880 

30 1.440 1. 030 Tokyo Style 

1 380 

839 310 

Tokyu Cir . 

4ft3 

915 451 

Tokyo Corp . 

600 

079 300 

Tokyo land 

.415 

1 740 1.010 Town Corp . 

1.310 

1 352 957 

voMun f'nndng 

1040 

698 530 

Toray Ind . 

655 

675 530 

Toshitu Elect 

633 

1.590 706 

Tefeta Eag&Cavilr 

887 

872 405 

Tofeu N jcfunen 

536 

1210 598 

Toshoku 

762 

535 290 

Tosoh Carp 

351 

1.600 1.420 Teto .. . 

1.650 

632 320 

Toyo Construct 

. 510 

1 1.690 i.100 Torfj flare tare 

1.500 

925 340 

Toy a Ink . 

507 

990 463 

Toyo Kanetui 

729 

1 4 120 2 710 ToyoSeikan 

. 3.270 

1.550 1 260 Toyota Motor 

1.440 

778 285 

Toro TlreARuO 

407 

1.690 760 

ToioTa6Bk^ 

890 

629 405 

takAtaOttiEIxx 

465 

773 275 

Tfugami . 

443 

509 2% 

UBElnds 

350 

509 201 

Umtlka 

340 

1.350 637 

Victor IJVCI 

820 

960 720 

Waco.il 

895 i 

1.690 720 

Yamaha Corp 

940 1 

992 508 

Yanufu Motor 

777 ] 

770 420 

YanukNSnnue 

548 

2.970 2.220 Yjmjnoudil .. . 

2.540 1 

1.570 780 

tmukrtental 

1 270 ° 

1 1.620 1 060 Yamato Kogyo 

1.430 2 

1 270 8ftl 

Yamato Trvcport 

980 1 

2110 1.530 YanuuH Baking 

1.750 < 

917 501 

Yasuda Fire . 

795 ft 

1.670 720 

YMfelSl&fa 

74* 7 

661 310 

YasukawaElec 

421 i 

1.100 bOO 

Yokogawa Efec 

765 8 

1270 666 

YflMtiru (Ban* . 

1,040 1 

750 441 

YokobMU Rubber . 

572 2 

1490 750 

Yomlbri Land . 

380 3 

1 3.0 600 

Yosklionl Ptarm . 

815 7 

1.050 530 

Yuasa Corp .... 

632 2 

709 352 

lw\ Corp . 

520 \ 

| AUSTRALIA | } 

1992 


Price 6 

High Lew 

December 11 

Amts 1 

130 0 77 

AWA 

0 93 \ 

5 40 

Aberfoyle 

374 [ 

*03 6 32 

Amcor 

7 S8 g 

4 20 2*5 

Ampoher ... 

368 ° 

9 25 ft 25 

1 84 1 22 

AmoUS 

Ashton 

9 1L 

1.40 u 

4 80 2 49 

ANZ Bank 

2 78rf - 


1992 

High Low December 11 


Price 

AustS 


823 

4 75 
30.70 
1 30 
2.67 
5.82 
1 

160 
336 
3 10 

1 30 
550 
14 
332 
3 

6.44 

5 

3 

2 10 
1 86 
0.84 

ft 20 
5.40 
4.90 
2 46 
4.50 

4 


6.72 Nat Aim Bank .... 

190 Nencm Wiring . 

14 10 News Corp 

0 97 Nmndy Pouidon . 
North BHPefca... 
Pacific Dunlop 
PancontJnenlaJ 
Pasmlnco .... 

Pioneer Inti 

Placer Pacific 
OCT Jfaourca 
Renton Go/d ... 
Rothmans Amt . 

SA Brewing . . 

Santos 

Smith iHwd) .... 

Sum of GwalU ... 
Stockland Tst ... 

TNT 

Telecom Cbrp HZ .. 

Tyco Imrs 0.75 

Wesfarmers .. .. 5B2 
Woi era Min tag.. 4 27 
Westfield Hdg .. 4 67 


1.82 
4.24 
077 
0.96 
2.04 
110 
0 91 
2.48 
460 
2 12 
2 27 
4 35 
334 
2 3ft 
0.50 
142 
0.62 
4 80 
3.63 
4 

2 1 2 

2 39 

3 10 


7.55 

2.04 

30.40 

L26 

2.27 

5.02 

0.80 

1.26 

2 32 
1.31 
1.12 
2.65 
465* 

3 

2-55 

4 70 
4 25 
2 95 
0.65 
1 76 


Home Stop 
UayWliK 
IBM 

Nat Seal 
Pogo Prod 
PbHadta Eke 
Iran Grp 
KJR Nabisco 
flriip Munis 
G Tech Hldg 


3, 456, ICO 
2,705.119 
1946.800 
1.062,600 
1882.400 
1081100 
1841400 
1009.500 
1642.700 
1635300 


0% 

26% 

«% 

10% 

10 

25% 

34b 

9 

79 

37 


¥ £% 


% 

% 

% 

1% 

1 

1% 



DeclT 

Dec 10 

Dec 9 

New YM SE 

164.450 

240570 

229.980 

Amei 

13J11 

16575 

17302 

NASDAQ 

(* 

Z4JL352 

230591 

NYSE 

tsscs Traded 

2J374 

2.411 

2.4Z3 

— 

rases 

839 

777 

725 

Fate 

406 

L047 

1111 

tlsteoged 

629 

5S7 

587 

New Highs 

37 

53 

at 

RewLowi 

14 

21 

24 


Westfield Trust 
Westpac. .. . 
Woods Me Pet 


230 

301 

3.61 


HONG KONG 


1992 

High Low 


December 11 


Price 

H.K.S 


60 4 58 Amoy Props. ..5.80 


14 


08 


30 


7 10 
20 


90 


8 Gailuy Pacific . 9 JO 
17 70 Cheung Kong .. 18 
23 20 China Light .... 30.25 
20 China Motor ... 

8.50 CJtic Pacific ... 

14 60 Cross Harbour 
9.65 Dairy Fanri let/ 

2.75 Euergo 

2 37 Great Eagle . 

14 30 Guoco 

34 HSBC 

B Hang lung Dvr .. 

28 50 Hang 5wg Bata,. . 

6.50 Harbour Centre .. 

2 42 Henderson fmr ... 3 35 
13 Hfnderwn Load . 13-50 
11 20HK6 0unaGe ._. 

4.70 fcSftfeqUitad. 

16 90 HK Aircraft .... 

13.70 HK Electric „ 

9.15 HK Land 

6 65 HKSeofa&FrA 

7.75 HK Telecom .. 

3 15 Hopewell Htctas 
13 30 Hutditen Wpa 

8.05 Hyun Dev 12.40 

4.90 JdrtllnelnU NLr.~. 5.95 
30 50 Jardlne Math ... 46 25 


29 
12.30 

16.70 
11.10 
3.20 
3.02 

14.70 
55 
8.45 
47.75 

6.70 


14.40 

5 

17.90 

15.20 
11 BO 

10.20 
<hd 
4.05 
14.20 


CANADA 

TORONTO 


Dec Dec Dec 


Dec 


1902 


11 


10 


8 


Metals & HJnvab 
Cargnsite 


HIGH 


LOW 


2789.02 

326750 


277X87 

327024 


Z79721 

3285.49 


200X18 

3290.90 


323087 06/11 

3666 J00 06/1) 


2529.91 07/UJ 

319X40 04/100 


UOHTREAL PntfoUo 1726J3 1729.07 1736J3 174a<0 193739 WU 166336 Q4/1I0 



Dec Dec Oec Dec 

11 10 9 6 

i 1992 

1 HIGH 1 LOW 

AUSTRALIA 

WMtoiB anm 15007 150JJ 14821 14469 

M1MIM)tUUa01 M4.4 HAS 577.9 57« 

168450(22/5) 
72b 80 0/7) 

13572006/11) 

«54QUbfU) 

AUSTRIA 

fast Afctkfl OV12/84) 30605 309.95 31L76 (0 

Traded bfa Q/1/91J 742A8 751.97 7502b M 

577.76 (9/12) 
109943(24/2) 

2914103/9 

6829603/9 

nniiiu— 

Ba20fl/l/ilJ 111656 112456 112997 113002 

1235.40(2/6) 

104607(2/9) 

DENMARK * 

fantapaSE 0/1/83) 27010 26599 26408 26447 

36X29 05/1) 

250.42 OBAO 

fMJkND 

HEX Cm* 08/12/9® 6566 067.9 000.9 8817 

935.90(24/3 

54L00 (7/9) 

FRANCE 

GftCGtaS* 01/12/81) 464.69 47256 467.43 47088 

CAC 40 01/12/87) 175070 17b9.40 179L16 176&8fl 

55593112/S 

2077.4901/5) 

4417017/101 

161104(5/15 

UZUttaOl/ltfO 56127 HL42 SHIS S%.« 

Otetete* 0712ftS IMOlB U719 ItSLO 1WU 

DAX 007127871 147&D1 14H.48 150659 150824 

72526 06/5) 
204380 Q5/5) 
181157(25/5 

5656102/10 

15848011280 

142030(6/10 

HONG KONQ 

Hang Stay Bata (31/7/60 5Z3.18 5Z7X79 5339.25 52BZ36 

64473102/11) 

43017800) 

IRELAND 

EEQ 0w*f H/1/8S 1I7L00 £159.40 U54.U 116833 

146957 Q7/D 

10948809/10 

ITALY 

BtoaGbo.Bta.a972) 422M 425.40 432.0 U 

MIB Gcaerta (2/1/ 92) 04.0 039 jO 8500 to 

55159(6/2) 

106600(5/2) 

35493(160 

6960006/9 

JAPAN 

BfkU<W5f*n U44L82 L750L36 U4&22 172810 

Tafa SE (Taptx) (4/1/681 132X15 13200 U12L92 130486 

USecSta (4/1/69 173U 172006 169992 1682.48 

2390L18(6/U 

176343«/1) 

245985(6/0 

14309 41 om 
110230 Ofl/S 
1502.7709/8) 

MALAYSIA 

USEGMNfeWW) ' 6302b 633.94 62052 03593 

66035(5/11) 

54663(14/11 

mHBHLANDS 

CBSniJtofaLlM190 .2906 2926 293.9 . 2924 
CBS AI S* (Eta 1963 196.9 1973 197J 196JT 

314.90 . 

2I55QQ6/S 

I 

27488 m 
189.70(25/8) 

NORWAY 

QdeSEM ON B3) 609.77 71IJB 657.48 653 94 

772.74 08/9 

! 532.43(25/81 

PHUPFflCS 

4Mb Cota) €2/11861 1232J6 124084 1265.% 127859 

15809501/6) 

i 

10830107/1) 

SINGAPORE 

SCS tfrSwn aww 5193 57014 57074 37758 

4]bm GUU 

35L4UZUU8 

SOUTH AFRICA 

JSE Go* <20/9/78) 817J0V 8100 827.0 8500 

JSE Wtatrita CZflSfTB 4316DV 43720 44000 4357D 

132780121/1) 

468900(4/6) 

74680 00/11) 
3936 00 U9/UD 

SOUTH KOREA** 

Km QmP El (4/1/801 645.70 64KD 62074 62561 

K5KB; 

459.07(21/8) 

SPAR! 

Haft SE 00/12/80) 21133 21211 21137 to 


179.48 15/19 

SWEDEN 

ARmwkki Gol 0/2/37) ABU SOU 8902 886.4 

U14J0C1US 

63980 Of U» 

SWTVZEHLAMD 

Stas Bata bd. G1/12OT 883$ 8813 8810 874.1 

SBC Geml 41/4/87) - 6501 6501 6546 649.4 

8838001 /ID 
6823001/5 

74050 (8/D 
99640(26/0 

TAIWAN** 

Wri*MPrkMXW66) 373430 374075 377655 376LD1 

539L63O0P 

335L6 312VR 

THA&AND 

Btotata SET DQW75) 852.61 to 84854 847.90 

96383 WU 

667 84 09/5 

WORLD 

US. Capita MXmflfB (S) 4901- 4901 497.9 4906 


467 50 Q/41 

End 1MH OWM 84453 84U3 85L44 85553 

Ein-vN 

77X52(6/10 


m . f 
* 
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toy. (The figures in luacuts are prevtas day's). 


Bast nhes of all Miss « 100 amt Marla TrricdL B&20. HEX Gen^ MIB Ben, CM«. Exo Too-lOO. KQ 

l GoM - a&J. JSE % totettab-264 J and AaraDa All OnUnary and W»og - 300: 


Oacnll and OWt- 1.000L JSEGoM 
U dosed. taUhmilAla. 


TOKYO - Most Active Stocks 

Friday, December is, 1992 


Stocks Ctatang 


MfteuiM/nSSml 

Traded 

asm 

n ra ■ ■ ■ 

mGoV 

485 

NPN Swta Corp „ 

9.4m 

291 

Ktaota Soclrfc ... 

58m 

BZ7 

Kawntad Steel - 

aim 

294 

Sumitomo MU 

0flm 

281 


01*10* 
on tay 
-13 
-4 
►22 
+2 
* r-6 


Nteftfral 


NKK 

Toehtba Corp 
Tha Asahl Bonk .. 


Tradsd 
3J0m 
14m 
Xflrn 
X7m 
a. 7m 


dosing 

Prices 

700 

31B 

204 

033 

630 


on day 
►6 
4-0 
► 8 


4-11 


7 65 Kmer toil Motor .. 7.90 
5 45 Mandarin Orient ... 6.65 
10 90 New World Dev . .. 15 Jftd 

12 JO Realty Dev A .. 17 


20 

77 


25 


3 75 
162 
720 
3.10 
199 
23 
3 85 
620 


Shaw Bros 5.65 

Shell Elec Mfg . 1.66 

Slme Oar%y B 

SttfaiMiPffi „ 3.80 


SunteglUCe ..2.92 
Surtre Pacific A . . 28.10 
Stwre Pacific B ..,.4 55 
Tele Broadcast . U.20 



11 10 Wharf Holdings .. 14.80 


6 65 
9.45 
5 35 


Wing On Co 
Wimor Ind 
World tntl ., 


7.85 

U.20 

6.50 


CONTACT YOUR NEAREST OFFICE 


MAUYSEA 


350 
2.22 
MM 
290 
360 
0 65 
1940 
050 
0.90 
3 71 
5 11 
l* 94 

3 

h 40 
10 60 
8.90 
5 45 

4 2D 

eod 

1.50 

0 65 
4 14 

1 30 

0 70 

2 70 

1 95 

2 49 

2 76 
66 
98 
65 
12 
07 

1 70 
18 10 

3 03 
8 90 

2 60 
0 35 


2 52 
1 37 


AostGJi Light 
AusiNatlrxfc , 

10 18 BHP 

2 21 BTRNylttt 

2 40 BOrji 

a 28 gougrtiiteCoppr 
14 60 Brambles Inas . 
0 36 Bridge DM 
0 61 Brierley Inn . . 

3 08 Bunts Philp 
3 30 CSR 

U20CM 

190 CaJtevAiKt. . 
QtllteraCap .. 
Coal Allied Ind 
CataCftUAnHii 


060 
7 72 
6.50 

4 10 
2 47 

5 02 
0.84 
029 
2 77 
105 
0.40 
1 23 


2 73 
1.51 
1256 
2bl 

2 76 
044 
1648 
0 42 

0 71 

3 70 

4 Oft* 
1260 
192 

1 01 
8 31 
7.30 


1992 
High Law 


December 11 


Price 

HYR 


Phone 


Fax 


Phone 


Fax 


Cote Myer 4 34 


09 
D2 
85 
36 
25 
59 
4 46 
008 
120 


Comaico .. 
Comm Bk Ana 

Crusader... 

Dominion Mng 
Email 
Energy Res 
FAI insurances 
Fletcher Chlinge 
Fosters Brewing 


290 

6 

0.88 

0 37 
3 22 
120 
0.45 

1 71 
1 31 


Gen Prop Tst .... 2.13 


GIG Australia 
Goodman Firifo 
Hard le ( J) 
Highland! Co id 
ICI Ausi 
Jennings 
Kkhtofi Gold 
12 40 Lend Lease 
Z 23 WUM 
605 Mayne Nick leu 
1 70 Metaf Manuf . 
0 07 Mmpnx 


204 
1 bl 
229 
0b9 
580 
0 10 

1 55 

14 22 

2 48 
6.07 
1.92 
0 ll 


3.14 

7.10 
10 50 

3.10 
3 

1 74 
5 35 


2.33 
3 24 
ft 35 
2 31 

0 93 

1 25 
3.48 


Bointrad „ .. 

HMqLfgoB fan 
kbUyan unking .. 
Malayan utdlod.. 
Multi Purpose . 
Publie Bonk...., 
Slme Darby 


2-56* 
6.25 
10.20 
2 74 
2.45 
1.51 
4.72 


Amsterdam +31 20 6239430 6235591 Madrid +34 1 5770909 5776813 


Brussels +32 2 51 3281 6 511 0472 New York +1 212 7524500 3082397 


Copenhagen +45 33 134441 .935335 -'Paris;.'. +331 42970623 42970629 


SINGAPORE 


1992 

High Law 


December 12 


Pries 

SS 


Frankfurt +49 69 156850 5964483 


3 

22.10 
II 10 
10 JO 

2 85 
690 

8 95 
12 75 
5.15 
2130 

9 20 
3.36 

3 25 
6.90 


2 2b Cold Storage , 
10.40 DBS 

0.70 Frar & Heave .. 

Genting, 

Haw Par 


ft 75 
1.9ft 
4 42 
5.20 
9 30 
4 05 


2.51* 

1140 

10.80 

910 

2.24 


Geneva +41 22 7311604 7319481 


Tokyo . 
Stockholm +46 8 


+81 3 32951711 32951712 


6660065 6660064 


IncJtucr ft 20 


Kerocl Corp . 

OCBC 

OUB 

13 80S* core Air Free 
8 Singapore Prm 
2.50 Strom Trading ... 2.91 
2.24 Ta\ Lee Bank... 310 
6.15 UOB 6 50 


620 

12 

462 

16.10 

9.03 


Helsinki 


+358 0 7304000' 730705 


Vienna +43 1 50531 84 5053176 


Lisbon 


+35 11 808284 804579 


Vtersaw ■ +48 22 488787 489787 


_ 


Pnr* data tufiphod by r«fonura 


NOTES — Prices on this page ure as 
Quoted on the Individual miungs 
and are mostly last traded prices sul 
unavailable. # Dealing suspended, vd 
Ci dividend *c Ex scrip rime, ir Ex 
rights. «a Ex dll. 
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Vfrl 


ft*? 


I 25 


$25 2128. 
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ss* ?ss 

SusS&S ! Fumh un*** 

Ks 3 ££ - ■ 2 D*M 

S^SSSSw: — SW** 1807 

BEJSggfiyv- gS03 a, A3 

EUSSSSs*??-- QO 13 ZUCO 

EESSfe"?*- - Gg-07 2208 

07.45 Z7.74 

g6 44 26-72 

53775 38.14 

^1“”™^-" ■ I1CI5.U 13> 

.IW* Food Maxaoen Lid 


OttarY Irii Cltar- 

Mca to Hot 


Sfe^TS: 


SL RSSS'fc 


►wecSSs,;-" 

MKBl£lBlftfll -j: 

isaEartr^ 

JERSEY (SIB KEC06NI5EB) 

&& aSi &£ “ SMS! 


- -imi 

- 452*10 

- 45391 

- 4SZ92 

- 45293 

- OS244 

- 06100 
- 46031 
-I 46025 


UmbBuklrKtCtiCDMnBis 
UqKS«feplSuJaW 2^1 IJ2I - 

Dallas ottfelr on Tfeond^ 

SSSKEBSS^SSff " 1 ttSrtfiHwio 


HQftcrsb, Mb Rcl Stan. FcL lac. 
lAmDcclO. _ 7 TsL 3-33 13*11! 


Ctemfe Group (iff 
11 RwAMrtogai. L-1118 
EOrtr DAnt (MVd III 
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FINANCIAL TIMES MONDAY DECEMBER 14 1992 


CURRENCIES, MONEY AND CAPITAL MARKETS 


foreign exchange and money markets 

Pressure oil franc 


TENSION within the European 
exchange rate mechanism is 
set to continue this week with 
several currencies coming 
under pressure in spite of the 
agreements reached at the 
Edinburgh summit, writes 
Peter John, 

The three ERM currencies 
causing concern at the moment 
are the Irish punt, the Danish 
krone and the French franc. 

Of the three, the punt is seen 
as most vulnerable' and s elling 
on Friday prompted Mr Bertie 
Ahern, the Irish finance 

UK dearing task base leading rate 
7 per ceat 

from MBtembar 11 1992 

minister, to stress his 
commitment to its present 
value. However, a number of 
London economists argue that 
there is no way that it can 
escape devaluation. 

The krone, which was said to 
bave been hit by corporate 
selling at the end of last week, 
is strongly expected to tread 
the devaluation path of its its 
Scandinavian colleagues. 

There is more debate about 


£ IN NEW YORK 


the fate of the French franc. 
Belief Is growing that if it is 
not devalued, floated, or 
temporarily suspended from 
the ERM this week, it will have 
maintained its position by only 
the .slimmest of margins and 
will probably go within the 
nest few weeks. 

Francophiles argue on the 
other hand that the economic 
fundamentals in France are 
sound and the currency 
benefits from a strong political 
and economic commitment to 
the status quo by the French 
government and arguably by 
the Bundesbank. They add that 
it is the key currency to stand 
against the D-Mark and if there 
is any realignment the whole 
nature of the mechanism 
comes under question. 

In" the money markets, short 
term rates are expected to be 
squeezed higher as the clearing 
banks find it preferable to 
borrow money overnight 
rather than take the Bank of 
England offers which can 
entail carrying money over 
Into the New Year and 
upsetting the year mid balance 
sheets. 

OTHER CURRENCIES 
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Keynesian 


in from 


the cold 


Cambridge economist Wynne 
Godley talks to Peter Marsh 


S ix months ago the 
notion of Mr Norman 
Lamont turning for 
policy ideas to Profes- 
sor Wynne Godley - 
long-time critic of the Tory 
government and arch-dissident 
of UK economics - would 
have seemed fantastic. 

So it is a measure of how far 
the government’s approach has 
changed since sterling left the 
European exchange rate mech- 
anism (ERM) in mid-September 
that Prof Godley was named 
last week as a member of a 
new seven-strong panel of 
economists set up by the Trea- 
sury to advise the chancellor. 

The 66-year-old Cambridge 
economist - and one-time 
Treasury forecaster and profes- 
sional oboe player - is proba- 
bly Britain’s best-known 
Keynesian economist. Ever 
since he entered academic life 
in 1970, he has made himself 
unpopular with UK free- 
market economists and politi- 
cians by calling for strong gov- 
ernment intervention, espe- 
cially to strengthen Britain’s 
manufacturing base. 

Prof Godley is often 
described by fellow economists 
as a doomsayer. He has warned 
continuously since the mid- 
1970s that unless Britain takes 
action to increase manufac- 
tured exports and reduce 
imports, its big trade deficit 
will produce structural imbal- 
ances that will lead to long 
recessions and high unemploy- 
ment. 

His intense blue eyes, shock 
of white hair and stooping gait 
give Prof Godley the appear- 
ance of a biblical prophet He 
has certainly been in the wil- 
derness. 

During the mid-1980s. Prof 
Godley ’s ideas were distinctly 
out of favour owing to the 
widespread feeling that Britain 
had solved many of its eco- 
nomic problems as a result of 
the free-market approach of 
Mrs (now Lady) Thatcher. But 
in the past two years, as 
Britain has stumbled into its 
longest recession since the 
1930s, the professor has come 
back into fashion. 

Today, his prescriptions for 
state action to promote recov- 
ery fit in with the mood both of 
a recession-weary Britain, and 
of a government willing to try 
new approaches after the ERM 
debacle and the Treasury's 
stream of incorrect forecasts 
about an upturn. 

Indeed, some of the measures 
announced by Mr Lamont in 
last month's Autumn State- 
ment to promote growth - 
such as tbe effort to boost fac- 


tory investment and the hous- 
ing market by tax incentives 
and purchases of empty houses 
- could have been Lifted 
straight from Prof Godley’s list 
of ideas for an upturn. 

As early as October 1989, 
Prof Godley warned that the 
UK was on track for a “major 
recession of which the inci- 
dence will be random, ur\just 
and destructive”. In March last 
year, be was the only main- 
stream economist bold enough 
to predict, correctly, that UK 
output would fall both in 1991 
and 1992. 

These forecasts were to some 
degree repeats of other gloomy 
predictions by Prof Godley 
made over the past 20 years. 
Back in 1982, he warned that 
unemployment would exceed 
4m by the end of the decade - 
a prediction that does not 
appear too inaccurate given 
that today's jobless figure is 
almost 3m and climbing. 

Seated on a couch in his 
study at King’s College - his 
Steinway piano on one side of 
the room and his Etonex com- 
puter used for forecasting in 
the centre - Prof Godley 
explains his view of economics. 
He says governments must 
take responsibility for social 
goals such as high levels of 
employment, a fair system to 
distribute income and “ensur- 
ing that people who are ill or 
old or very poor are cared for". 

He rejects free-market 
Thatcherlte economics as both 
unjust and giving the wrong 
picture of how economies 
work. He says the most impor- 
tant part of modem economies 
is not millions of people work- 
ing as free agents but institu- 
tions such as governments, 
companies, banks and trade 
unions which operate in a 
number of unique ways and 
cannot be fitted into "danger- 
ous and pernicious” theories 
about free choice. 

Given his view that markets 
are rarely free, he says govern- 
ments have a duty to intervene 
where appropriate in a way 
that is “benevolent, unifying 
and deliberate”. He says: 
“Until the mid-1970s it was 
common ground among decent 
people that this is how govern- 
ments should operate. The 
Thatcherite contribution was 
to tear this notion to pieces." 

As for trade, Prof Godley 
says: “A basic premise is that 
Britain needs a strong manu- 
facturing base to generate the 
income to pay for imports. It is 
insanity to say the balance of 
payments doesn’t matter." 

He is among many non-gov- 
ernment economists worried 
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’Britain needs a strong manufacturing base’ 


that even in a recession the 
UK's deficit on visible goods is 
heading for £14bn this year, 
and could climb to £19-5bn next 
year on the Treasury's latest 
forecast. The need to fund the 
deficit mainly by borrowing 
from overseas will, says Prof 
Godley. be one of the factors 
keeping tbe UK economy weak. 
He reckons output next year 
will show only the mildest 
improvement, with growth of 
0.5 per cent and with unem- 
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1926 Born in London. Edu- 
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and New College. 
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1952 Principal oboeist for the 
BBC Welsh orchestra. 
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economist 

1956 Moved to Treasury, ris- 
ing to chief economic 
forecaster. 

1970-87 Director. Department 
of Applied Economics. 
Cambridge. 

1980- Professor of applied 
economics at Cam- 
bridge. 


ployment moving up to 3.3m. 

During tbe heady days of the 
mid-1980s, Prof Godley stuck to 
his guns, warning that tbe 
credit explosion would fizzle 
out and end in a downturn as 
businesses and consumers cut 
their spending once they had 
realised they had overbor- 
rowed. “There was a yuppie 
culture in Cambridge at the 
time and my view led to some 
difficult moments when 
talking to students.” he says. 

His views have also 
prompted disagreements with 
fellow economists. Sir Douglas 
Hague, a former economics 
adviser to Mrs Thatcher, says 


Prof Godley has been “too pes- 
simistic, and wrong”. Lord Ski- 
dels ky, an economics professor 
at Warwick University who is 
also Keynes's biographer, says: 
“Prof Godley is an interesting 
maverick, not a high-powered 
thinker. Keynes was always 
concerned with what is possi- 
ble: Godley is not very practi- 
cal and this has reduced his 
influence.” 

Somewhat wanner is Profes- 
sor Patrick Minford of Liver- 
pool University - one of 
Britain’s leading free-market 
economists who, like Prof God- 
ley. has also strongly criticised 
the government and is another 
member of the Treasury's new 
advisory panel. Although Prof 
Minford thinks the Cambridge 
don "sometimes goes over the 
top” in rejecting market mech- 
anisms, he admits he has “a lot 
of respect for him”. 

Whatever the views of col- 
leagues. Prof Godley now has 
the ear of the Treasury. So 
what will he tell the Treasury’s 
new advisory committee at its 
first meeting early next year? 
Prof Godley wants interest 
rates cut immediately from 7 
per cent to 5 per cent, along 
with a further devaluation of 
the pound of between 10 per 
cent and 20 per cent to add to 
the 11 per cent depreciation 
which has taken place since 
the ERM exit. If inflation 
started to get out of control, he 
would damp demand by 
increasing taxes. 

He says import controls, 
which he espoused during the 
1970s, are now “unthinkable' 
But he would like to see the 
Department of Trade and 
Industry taking “strong, inge- 
nious and partisan" measures 
to boost industrial output, 
through modest ideas such as 
tax incentives for investment 
or setting technical standards. 

Aren't such thoughts, even 
in a fairly diluted form, a 


throwback to the bad old days 
of Labour-style state involve- 
ment in industry? Prof Godley 
says he does not want the gov- 
ernment to tell industry what 
to do. but to work with it He 
thinks Labour's economics pol- 
icies “pretty feeble". He has 
never joined Labour, nor any 
other political group, and 
describes himself as a “one 
nation Tory”. 

While some have suggested 
that the Treasury’s new advi- 
sory panel is no more than a 
device to neutralise criticism 
of the Treasury, Prof Godley is 
optimistic. “With good will and 
forbearance, it could be a very 
creative piece of machinery." 
he says. 

As for his general views 
about Britain's future. Prof 
Godley says be wants to lay to 
rest that he is an incurable 
pessimist. "Britain is full of so 
many talented people. Given 
the right combination of car- 
rots and sticks, things can be 
supremely better than they 
are." 


ocial reform in the 
tJS occurs in fits and 

starts. In the 1930s 

Franklin Roosevelt 
introduced unem- 
ployment insurance and fed- 
eral pensions. In the 1960s. 
Lyndon Johnson attacked 
racial discrimination and pov- 
erty. In the 1990s. Mr Bill Clin- 
ton faces a task of comparable 
dimensions: reform of health- 
care to ensure universal cover- 
age and better control of costs. 
He took his first step last week 
in nominating Ms Donna Shal- 
ala, an energetic university 
chancellor, as health secretary. 

Ms Shalala inherits a fluid 
situation. Following Mr Clin- 
ton’s election victory, two of 
the parties most resistant to 
change - the private insur- 
ance industry and the Ameri- 
can Medical Association - 
have made conciliatory noises. 
The; have done so in part 
because a seductively attrac- 
tive reform strategy, known as 
“managed competition”, is rap- 
idly gaining popularity. The 
socially liberal New York 
Times has been running hec- 
toring editorials in favour of 
the reform for months. Yet 
conservative groups are also 
supportive. 

The need for reform can 
hardly be overstated. After 
decades of uncontrolled expan- 
sion , healthcare now accounts 
far 14 per cent of gross domes- 
tic product; i£ is the biggest 
"industry" in the US. more sig- 
nificant for the economy than 
all exports combined. Relent- 
less healthcare inflation is the 
main cause of structural bud- 
get deficits. Yet despite all . this 
spending 35m or so people 
remain uninsured. Millions 
more are reluctant to change 
jobs tor fear of losing health 
coverage, or getting less gener- 
cnis benefits; a serious Alness 
can still jeopardise future 
insurance, prospects while anx- 
iety about the exploding cost of . 
nursing home care afflicts even 
the affluent 

Could managed competition 
provide a solution? it depends 
on what you make this slip- 
pery phrase to mean, whether 
you lay more stress on manag- 
ing, or more cm competition. 
The heart of the idea is sound 
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enough. Unregulated insurance 
markets fail tor a variety of 
reasons: private insurers dia? 
criminate against the sick 
(who are costly to insure) and 
they often lack the market 
power (or incentive) to restrain 
the expenditure of providers - 
the doctors and hospitals. 

Managed competition says 
tiie answer is to create “spon- 
sors” - regional purchasing 
groups through which individ- 
uals would have to buy health 
plany-The sponsors, the argu- 
ment runs, would have the 
clout to demand high quality 
and low prices from competing 
providers in the private sector. 
Every plan would have, to offer 
a minimum set of basic bene-' 
fits; disc riminat ion a gains t, tbe 
sick would be made illegal. As 
an added pressure on costs, the. 
deductibility of employer-paid 
premiums would be timtied to 
the cost of -the cheapest health, 
plan available in a given area. 

At first . glance all this 
sounds marvellous. The goals 
of universal coverage and cast 
control are achieved . without 
imposing bureaucratic controls 
or sacrificing the flexibility, 
and dynamism of market com- 
petition. Hut then . the qnes- - 
tions start pouring in. Even 
with limits on tax dedttctflnl- 
ity, is it likely that the. spon- 
sors would effectively restrain 
healthcare costs, - which are 
driven by factors such as new . 
technology? In. California, 
which already has ' many big- 
purchasing groups, costs . are 
still rising fast . L ; 

And how do. yon ensure 
everybody gets . insurance . 
through one of these sponsors?/ 
If employers are not required 
to 'enrolT employees: many; 
workers wfll continue to^pfead- 


. poverty and fail to enroll them- 
selves. The. unemployed in any 
case Would have to be covered 
by some kind of catch-all pub- 
lic scheme. Scratch the -surface 
of managed competition and 
things get very inessy. . 

- There is a variant of man- 
aged competition’ that might 
work, put forward by Mr John 
Garaxnehdi, California's insur-. 
ance commissioner. Under his 
scheme, private insurant pre- 
miums would be replaced by 
new payroll taxes on employ- 
ers and employees. This reve- 
. nue' would' be handed over to 
competing purchasing units, 
on the basis of the number of 
individuals they attract. As hi 
. other schemes, the sponsors 
would then purchase care from 
competing private, sector pro- 
viders. But there would be a 
real budget constraint because 
the -sponsors could only spend 
the tax revenue they received. 

By imposing rigorous con- 
straints on the US private sec- 
tor, Mr Garamendi’s version of 
managed competition' would 
create a health system not dis- 
similar to Britain's National 
Health Service, where the aim 
of: reforms was to introduce 
competition into 'a public sec- 
tor system. In both' cases the 
theory is. that tax-financed pur- - 
chasing groups buy care on 
behalf of patients from inde- 
pendent; competing groups fif 
providers. In both cases there 
is a safety valve in that, having 
paid health taxes,; people are 
free to buy extra private care if . 
they so choose. 

- In the US, the biggest obsta- 
cles are- the institutional 
/upheaval involved and the feet 
that replacing private insur- 
ance premiums, by ^payroll 
taxes would sharply mcarease 
the tax burden' - /without, of 
course, raising the -.financial 
burden imposed on. the econ- 
omy by healthcare. Interna- 
tional experience, however, 

. suggests, weakerforms of mam 
aged competition would not 
'achieve the twin goals- of cost 
control and unlveraal coverage. 
;A. _ Garameridl-style reform 
would' be: a. .huge - step -. for 
Americans. : Bid this' may just 
be one of those rare, moments 
In US hfetory.irtK^lnige-steps 
are posOTter .' - • - 
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Heavens above, is the City a zoo? ^ 
Bulls, bears and stags, and now Pdikans too ! 
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T he negotiations 
between Denmark and 
the other 11 member 
states, over a docu- 
ment which could enable the 
Danes to hold a second referen- 
dum on the Maastricht treaty, 
have caused a lot of bother and 
barney. Scandalised sticklers 
for juridical integrity have pro- 
tested that it must be quite 
improper to offer a deal which 
lets the Danes opt out of the 
main provisions of the treaty, 
even before it has begun. 
World-weary cynics retort that 
the treaty is an infinitely elas- 
tic document which can be 

stretched in any direction; the 
only important thing is to rat- 
ify it. because we can always 
adjust tbe fine print later. 

There is one issue, however, 
over which there surely could 
be no serious argument, and 
that is the question of Euro- 
pean citizenship. One of the 
reasons a narrow majority of 
tbe Danish electorate voted 
against Maastricht last June, 
we are told, was that they were 
afraid the new Treaty of Euro- 
pean Union would take away 
their Danish citizenship. This 
may seem strange, even incred- 
ible. But it can be no great 
sacrifice of European Commu- 
nity principle for the other 
member states to reassure the 
Danish people that their fears 
are groundless. 

It is hardly surprising, there- 
fore. that this text batted back 
and forth between the 12 
included an article which sol- 
emnly declared that the Euro- 
pean “citizenship" referred to 
in the new treaty did not 
replace national citizenship. It 
would confer additional rights 
and protections, but national- 
ity as such would continue to 
be the sole prerogative of the 
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national member states. Such a 
declaration may seem unneces- 
sary, it may even seem child- 
ish. but at least it could do no 
harm to tell the truth. 

At first blush, the mural of 
this minor aspect of the Danish 
dilemma is that those Danish 
politicians who wore cam- 
paigning for ratification did o 
peculiarly incompetent job uf 
explaining the treaty tn th« 
people. It makes one wonder if 
they know what they are 
talking about now. 

At another level, however. 
Danish anxieties undoubtedly 
touch indirectly on a nexus uf 
politically sensitive questions 
which are likely to become of 
intense relevance In the future 
The Maastricht treaty could 
not affect the essentia 11 v 
national character of the attri- 
bution of citizenship, berause 
It would not displace the load- 
ing role of the nation state as 
the primary paradigm of politi- 
cal legitimacy. The locus of 
political authority must be the 
locus of nationality. 

On the other hand, there is a 
raft of associated issues that 
are almost as sensitive, which 
will force their way on to the 
European agenda not mainly 
through the Maastricht treaty, 
but through the combined 


effect of outside pressures and 
the opening-up of the single 
Kuropean market. Following 
the collapse of the Berlin Wall 
■■nid the war in ex-Yugoslavia, 
ihe Community has already 
stirred to recognise that the 
retugee problem Is so large and 
so .serious that it needs the 
beginnings of a common Euro- 
pean response. The Maastricht 
treaty would take the Commu- 
ii! tv into the field of normal 
travel regulation, in the realm 
of visa policy . 

Given the potential migra- 
o*r : pressures which exist to 
the east of the Community and 
to the south, the member 
states may be forced sooner or 
Inter to consider whether they 
must move in the direction of a 
coinmuii immigration policy, 
fn principle, this might not be 
an issue of serious contention, 
since they ail try to bolt the 
door tight shut: but in practice 
they nil suffer more or less 
from illegal immigration, so 
there could be matter for 
cii-uperaiion in policing and 
detection. 

At that point, they may then 
be i mlv a small step away from 
talking about the implications 
for immigration of their differ- 
ent asylum and nationality pol- 
icies. 

In fact, in the context of the 
Single European Act. with 
completely free movement for 
Community “citizens" and no 
border controls ion the Conti- 
nent ». it is difficult to see how 
they can avuid talking about 
their diflerent nationality poli- 
cies. This issue is particularly 
acute in the case of Germany, 
which has acquired a large 
number of new citizens as a 
result i >f unification, and which 
regularly acquires large num- 
bers of i -ther ethnic Germans 


previously settled in eastern 
Europe or the ex-Soviet Union. 
These changes in the German 
population are causing serious 
social stress inside the coun- 
try-, the unknown question is 
whether free movement in the 
Community could lead to 
stress in other countries. 

Insofar as there is a single 
problem, it is that Germany 
has an exclusively ethnic basis 
for the attribution of national- 
ity: a German is someone with 
German parents. This policy, 
crystallised In the nationality 
law of 19L3, originated in the 
18th and 19th centuries, when 
frontiers were shifting between 
the German lands and the Slav 
lands of Poland, Lithuania and 
tbe Ukraine; Germans felt their 
nation existed before their 
state had been created. 

France has a different his- 
tory and therefore a different 
nationality policy. Its essential 
frontiers were fixed relatively 
early by a strong central state; 
indeed, while the German 
nation created the German 
state, the French state created 
the French nation. Partly tor 
this reason, and partly because 
of a historically low birth rate. 
France has long bad a law of 
nationality conferred by birth 
in France as well as by birth to 
French parents. As a result, 
about one-fifth o£ its popula- 
tion has a parent or grandpar- 
ent who was an immigrant. 

These national characteris- 
tics have historic roots which 
go far too deep to be swept 
away in the nam e of European 
uniformity. Neither the Ger- 
mans nor the French can deny 
the facts of their differences; 
but nor can they deny that 
these differences may have pol- 
icy consequences for their 
neighbours in the Community. 
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ACROSS - 

1 Big hiBer, say, in ball game 
( 6 ) 

4 Vessel well protected from 
awfully add rarn (8) 

9 A panel on an aircraft (6) ■ 
10 Wards of praise <8) 

12 What a horse trainer does is 
to check any rices (6,2) 

13 WodtocniieiitusagefO) 

15 Board of.trade OO - 

16 Bines associated with the 
early 1930& (10) 

19 One seen in 'a hanging bas- 
ket? (10) .. ■-*- 

20 Company way out with tax (4) 


DOWN •• -v ■ 

1 Wounded nightffiers fappped . 
~tip on a conrii-tT) ' 

2 End. withu a -shout and a 


squeak(5,4) 
3 The Gn 


Greeks had a wonl forS, 
Tve disoovdted (Q ... 

5 Gamebtalf® " 

' 9 Mean error puts it just offtar- 

7 Weapon point cau^t to 'mslie^ 

8 In transformation sc^e^ how 

does Onders-maie 
lit Pigs can't iiy; 'but plgtf oad. 
_ ■ modifies mightier) 

23 Tutinridn tas with, desert man- 14 Here to put<m kghd w (7) ' . . . 

oeuvres (6) . 17 An tosecfs-m^anotphesi&.is. 

25 Carefully examines toy seals going an contfmaosly^f)l : - ' 
broken^) ' 18 Ctovass for.asKpe^oLbread 

27 Go by car, perhaps (8), (8)-- ' ^ 

28 Fnetoi capital obtainable at / 19 May be alioryed, /to share a 

the tobacconists (6) .. . eecreL brinj. 

29 (hie ordered to be silent ® " 21 Szamineandte 

SO A fine state to be in (6) 22 Oral entreatie 

24 Letter tiiat 
around_the oekhi. 

■28 Winter sporScfieif 'decbWe ' to 
use - ;?s 
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